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Important  chanj^es  in  the  distribution  of  canned  foods  in  the 
United  States  durin/;^  the  last  decade  have  "been  accompanied  hy  vari- 
ations in  methods  of  storing*  insuring,  financing,  transporting,  and 
merchandising  practices  of  farmers'  cooperative  canneries.  This 
preliminary  report,  v/hich  is  "based  on  a  study  of  the  sales  methods 
and  policies  of  37  cooperative  canneries  representing  a  sample  of 
approximately  50  percent  of  the  larger  organizations,  shows  the  pat- 
tern of  distribution  for  their  products  during  the  period  193^ 
I9U0. 

The  canneries  surveyed  were  located  principally  near  the  border 
of  the  United  States  v;here  transportation  by  v/ater  was  readily  avail- 
able.   The  group  studied  contained  9  associations,  each  with  annual 
sales  of  more  than  a  million  dollars,  ih  associations  with  sales  of 
$250,001  to  a  million  dollars,  and  ih  associations  with  sales  of 
^250,000  or  less. 

By  commodity  groups,  there  were  ^  canneries  packing  dairy  and 
poultry  products,  7  packing  vegetables,  7  packing  fruits,  7  packing 
fruits  and  vegetables,  and  12  packing  products  classified  as 
specialties.    The  commodities  packed  by  the  group  included  almost 
the  entire  line  of  commodities  packed  by  private  canneries  in  the 
United  States. 

As  a  rule,  the  cooperatives  ovm  sufficient  storage  space  to 
meet  local  storage  reauiremeiits  under  usuaJL  operating  conditions. 
A  majority  of  the  associations  sometimes  use  general  merchandise 
warehouse  facilities  for  storing  spot  stocks  from  which  to  make 
prompt  delivery  to  customers  in  the  large  centers  and  surrounding 
territory. 

Practically  all  associations  carry  fire  insurance  on  canned 
products  in  storage  and  are  protected,  to  a  lesser  extent  against 
losses  from  v/ind,  v/ater,  and  earthq^uake.    Many  associations  also 
carry  some  form  of  product  liability  insurance,  the  purpose  of 
v/hich  is  to  protect  the  insured  from  loss  due  to  injuries  or  dam- 
ages arising  from  use  of  the  product.    Fifty-eight  percent  of  the 
associations  financed  their  packs  in  storage  through  the  banks  for 
cooperatives.    Other  banks  financed  I9  percent,  while  lU  percent 
v/ere  financed  jointly  by  the  banks  for  cooperatives  and  other  banks. 
Interest  rates  on  loans  primarily  secured,  by  canned  goods  in  stor- 
age rangea  from  somewhat  more  than  1  percent  to  more  than  5  per- 
cent, with  U3  percent  of  the  associations  paying  rates  of  1.1  to 
2  percent. 

In  about  three-fourths  of  the  cases,  warehouse  receipts  were 
used  as  collateral  for  the  loan.     Sixty-eight  percent  of  the  asso- 
ciations had  loans  on  v/hich  advances  were  made  at  from  61  to  70  per- 
cent of  the  net  market  value. 
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The  usual  distribution  channels  include  the  food  broker,  the 
wholesale  grocer  or  chain  store,  and  the  retail  food  store. 

Although  field  brolcers,  v.'ho  operate  in  the  field  as  the  eco- 
nomic link  betv;een  a  number  of  small  canners  and  wholesale  bu^^ers, 
are  used  by  all  groups  except  the  dairy  and  poultry  group,  the  use 
of  such  brokers  is  decreasing. 

The  independent  wholesale  grocer  is  the  cooperatives'  chief 
customer.    More  than  80  percent  of  their  sales  for  the  1938-39  sea- 
son were  made  to  wholesale  grocers  and  only  about  I5  percent  to 
corporate  chains.     The  percentage  of  sales  made  by  individual  can- 
neries to  corporate  chains  ranged  from  none  to  63* 

Credit  is  extended  to  buyers  by  about  71  percent  of  the  asso- 
ciations reporting;  about  one-fourth  do  not  extend  credit.  Sixteen 
associations  reported  that  from  jG  to  100  percent  of  their  business 
was  done  on  credit.     Credit  losses  varied  from  nothing  to  approxi- 
mately one-half  of  1  percent  of  sales,  v.dth  about  one-half  of  the 
associations  reporting  no  credit  losses. 

Most  of  the  associations  made  shipments  by  rail,  water,  and 
motortruck.    Two  associations  made  no  rail  shipments,  seven  did  not 
ship  by  v;ater,  and  three  did  not  ship  by  motortruck.    Two  associa- 
tions made  over  three-fourths  of  their  shipments  predominantly  by 
rail,  one  by  water,  and  six  by  motortruck.    Rail  shipments  by  most 
associations  moved  in  carloads. 

Numerous  associations  are  getting  national  distribution  of  their 
products.    For  the  193S-39  season,  2^4-  cooperatives  with  domestic 
sales  of  $1^,690,013  were  distributing  about  one-third  of  their  pack 
in  the  New  England  and  Middle  Atlantic  States.    These  geographic 
areas  included  about  3^  percent  of  the  national  income  paid  out  in 
1939  and  27  percent  of  the  United  States  population.    These  coopera- 
tives distributed  about  one-third  of  their  pack  in  the  Pacific  States, 
though  this  area  received  only  about  10  percent  of  the  national 
income  and  had  about  7*^  percent  of  the  population. 

The  geographic  location  of  the  00  operative  is  an  important  fac- 
tor in  determining  the  distribution  pattern  for  its  products.  Asso- 
ciations located  at  interior  points  where  water  transportation  is 
not  available  generally  have  a  more  restricted  distribution  than 
those  located  where  water  transportation  is  available. 

There  is  a  tendency  for  the  smaller  associations  to  have  fewer 
brokers  and  customers  and  to  distribute  a  larger  percentage  of  the 
products  near  the  factory. 
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ATDout  60  percent  of  citrus- juice  sales  for  the  1938-39  sea- 
son, "by  four  cooperatives  \;hose  domestic  sales  v/ere  $2»112,7B6i 
v/ere  in  the  Middle  Atlantic,  East  North  Central,  and  Hew  England 
States.    These  three  sections  recpived  aljout  58  percent  of  the 
national  income  payments  in  1939»    This  area  v^as  also  the  princi- 
pal market  for  eight  associations  packing-;  primarily  canned  fruits, 
five  of  vnich  were  located  in  the  Pacific  States. 

Four  associations  in  the  Pacific  States  packing  fruits  and 
vegeta-^les,  wnose  domestic  sales  in  193S-39  v/ere  $'4,060, 255»  ^'/ere 
getting  good  national  distriljution.    Three  dairy  and  poultry  coop- 
eratives in  the  Pacific  States  each  made  from  half  to  97  percent 
of  their  domestic  sales  in  the  Pacific  States. 

Seasonal  "billings  of  citras  juices  "by  five  associations  in  1939 
were  greatest  in  May,  June,  July,  and  August,  v;ith  monthly  Dillings 
ranging  from  10. 5  to  lU  percent  of  the  12  months'  total.  Shipments 
were  lowest  in  Novem"ber,  with  less  than  3  percent  of  the  total  for 
the  year. 

Seasonal  billings  of  eight  fruit  associations  were  greatest 
from  Te'braary  to  July  and  lowest  in  Decem"ber  and  January. 

Fruit  and  vegeta"ble  canneries  had  a  higher  seasonal  movement 
during  Au-rust,  Septem"ber,  and  Octo'ber  at  the  close  of  their  princi- 
pal packing  season. 

Seasonal  "billings  of  vegeta'ble  canneries  have  usually  been 
heaviest  immediately  follovring  the  packing  season. 

Canneries  with  large  volume  tend  to  distri"bute  their  shipments 
more  evenly  throughout  the  marketing  season  than  canneries  with 
small  voltune. 

ESASOITS  FOR  STUDY 

Important  changes  have  occurred  in  the  distri"bution  of  canned 
foods  during  the  last  decade.    These  changes  have  "been  accompanied 
"by  variations  in  methods  of  financing,  storing,  transporting,  and 
merchandising  practices.    This  preliminary  report  shov;s  the  distri- 
bution pattern  for  a  number  of  cooperative  canneries  based  on  their 
experiences  daring  the  period  193'o  to  19'-0. 

The  report,  based  on  part  of  a  study  of  the  sales  methods  and 
policies  of  cooperative  canneries  in  the  United  States,  is  intended 
to  be  of  assista.nce  to  (l)  officials  and  members  of  cooperative  can- 
neries, (2)  baiiks  for  cd  operatives  and  other  institutions  financing 
cooperative  canneries,  and  (3)  educational  institutions  and  those 
considering  the  organization  of  new  cooperative  canneries  or  the 
reorga-nization  of  existing  canneries. 
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The  information  upon  which  this  st\idy  is  based  v;as  obtained  by- 
personal  interviews  with  officials  of  37  cooperative  csinneries  dur- 
ing the  1939-^0  marketing  season.     Sales  data  vere  obtained  either 
from  officials  of  the  cooperatives  on  forms  prepared  by  those  in 
charge  of  the  study  or  directly  from  the  records  of  the  associations 
by  representatives  of  this  division.    The  canneries  were  selected 
largely  with  a  view  to  studying  the  experiences  of  representative 
associations,  giving  due  consideration  to  location»  marketing 
experience,  commodities  packed,  and  availability  of  the  data  sought. 

During  the  course  of  the  study  the  information  obtained  from 
cooperative  canneries  was  suppleaiented  by  information  obtained 
through  personal  interviews  with  brokers  representing  the  coopera- 
tives in  the  principal  markets  of  the  United  States.    The  viewpoint 
of  wholesale-grocer  and  chain-store  buyers  aided  greatly  in  the 
interpretation  of  information  developed. in  the  study. 

The  sample  represezited  in  this  survey  is  approximately  ^0  per- 
cent of  the  larger  cooperative  canneries  which  were  in  operation  at 
the  time  the  records  v;ere  taken  and  3O  x^ercent  of  all  the  coopera- 
tive canneries  then  operatiiig  in  the  United  States.     Since  it  was 
not  always  practical  to  secure  comparable  data  from  each  of  the 
associations  for  all  the  schedules  used  in  the  survey  forms  or  for 
the  same  time  periods  for  all  associations,  care  has  been  taken  to 
show    in  each  table  the  number  of  associations  supplying  data. 

From  the  standpoint  of  distribution  practices,  it  is  believed 
that  the  study  fairly  represents  the  practices  generally  follov/ed 
when  viewed  from  either  the  standpoint  of  commodities  handled  or 
the  geographic  area  in  which  the  plants  are  located.    However,  the 
sample  is  weighted  more  heavily  with  associations  packing  large 
volumes . 


CHAEACTERISTICS  OF  THE  ASSOCIATIONS 

The  cooperative  canneries  included  in  this  study,  as  a  rule, 
are  comparatively  young  organizations.    Eleven  of  the  organizations 
were  less  than  5  years  of  age  (table  l).    Fourteen  associations  v;ere 
from  5  to  10  years  old.    Only  3  vrere  more  than  20  years  old.  Some 
associations,  however,  prior  to  their  reorganization  as  coopera- 
tives, had  functioned  as  private  canneries. 
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Table  1.-  A;'-e  of  Associations 


f  llumber  of  associations  handling  - 


Years 

Dairy  and 

poultry 

products 

Vec^e- 
tables 

Fruits 

Fruits  and 
vee;e  tables 

Specialties 

Total 

TiOGC      ■f't^'in  ^ 

•z 

1 

X 

11 

^     _  1  n 

p        —  i.U 

1 
•1- 

li 

1 

■7 

J 

p; 
J 

lU 

X" 

2 

1 

X 

1 

X 

l6    -  20   

1 

- 

2 

1 

u 

21    -  25 

1 

_ 

1 

2b    -  30   

_ 

0 

Over  ^0   

" 

1 

 1 

Total 

7 

 1 

7 

T 

12 

Source!  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-Uo. 


Classified  by  commodity  types,  U  associations  were  packing 
dairy  and  poultry  products,  7  associations  were  -jacking  vegetables, 
7  were  packing  fruits,  and  7  were  packing  both  fruits  and  vegetables. 
There  were  12  associations  packing  products  usually  classified  as 
specialties.    Under  this  classification  were  grouped  organizations 
packing  primarily  such  proo.ucts  as  fruit  and  vegetable  juices,  mush- 
rooms, syrup,  and  cranberries.    At  times,  reclassification  of  the 
specialty  group  was  desirable.    For  example,  in  some  tables  citrus 
juices  v/ere  grouped  together  and  cranberries  v/ere  included  with 
fruits.    The  commodities  packed  by  the  cooperatives  include  almost 
the  entire  line  of  cormnodities  packed  by  private  canneries  in  the 
United  States.    A  few  of  the  commodities  are  shown  in  figure  1. 

According  to  dollar  volume  of  sales,  9  associations  had  sales 
of  more  than  a  million  dollars  each  (table  2).    Fourteen  associa- 
tions reported  sales  of  25O  thousand  dollars  or  less.    Among  the 
larger  associations  v/ere  2  canning  evaporated  milk,  U  canning  both 
fruits  and  vegetables,  and  3  handling  specialties. 
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Table  2.-  Sales  by  37  Cooperative  Canning  Associations,  1932~39 


Kuinber  of  associations  handling  ^ 


Value  of  sales 

-  .  ■ 

Dairy  and 

poultry 
products 

Ve  56- 
tables 

i  Fruits  and 
fruit  si  vegetables 

Soecialties 

Total 

5 

3 

1 

5 

1'+ 

$250,001  -  $500,000 

1 

2 

2 

6 

$5uo,ooi  -  $750,000 

2 

1 

1 

_ 

2 

6 

$750,001  -  $1,000,000 

2 

2 

Over  $1,000,000  

-  2 

-  !  - 

3 

9 

Total   

h 

7 

7 

7 

12 

i  37 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Division, 
1935-UO. 


When  grouped  according  to  number  of  cases  packed,  there  were 
10  associations  that  packed  100,000  cases  or  less  (table  3)*  Three 
associations  packed  over  a  million  cases  each.     Of  these,  1  packed 
both  fruits  and  vegetables,  while  2  pac^ced  specialties.    Among  the 
associations  with  the  smaller  packs  were  7  associations  packing  pri- 
marily vegetables  and  7  packing  mostly  fruits. 


Table  3.-  Cases  Packed  by  3U  Associations,  1938-39  l/ 


i\^^jj.;ber 

of  associations  handling 

Dairy  and 

poultry 

Vege- 

Fruits and 

Cases  packed 

products 

tables 

Fruits 

ve^-e  tables 

Specialties 

Total 

1  -  100,000  

3 

2/  2 

10 

100,001  -  200,000 

3 

1 

1 

2 

7 

200,001  -  300,000   

1 

1 

2 

1 

5 

300,001  -  ^00,000 

1 

1 

2 

Uoo,ooi  -  500,000 

- 

1 

1 

2 

500,001  -  600,000 

1 

1 

600,001  -  700,000 

1 

1 

700,001  -  SuO.OOO 

1 

1 

800,001  -  900,000 

1 

1 

900,001  -  1,000,000 

1 

1 

Over  1,000,000 

1 

2 

Total 

7 

7 

7 

9 

3^ 

Source;     Survey  mad.e  by  the  Cooperative  He  search  end  Service  Division,  1939-40. 
ly  Pack  for  1  association  not  availatlot    Pack  for  2  associations  given  in  oarrols 
and  gallons,  respectively. 
_2/  Includes  a  small  rxiount  of  experimental  pack,  cold  pack,  and  "brined  pack. 
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A  classification  according  to  num"ber  of  grower  memlDers  served 
for  the  30  associations  reporting-;,  shov/ed  that  12  associations  were 
serving  an  average  of  2^0  or  less,  10  v/ere  serving  25I-I.OOO,  2 
were  serving  1 ,  2^1-1  •  5*^0,  and  6  vrere  serving  ovpr  2,000.     The  asso- 
ciations gen'^rally  serving  the  smaller  niLTilDer  of  members  were  those 
packing  vegetables  and  specialties. 

The  canneries  purveyed  vere  located  principally  in  States  near 
the  border  of  the  United  States.    Almost  without  exception  the  larger 
associations  v;ere  located  in  areas  where  transportation  by  water  was 
readily  available. 


STOHAGE 

With  the  increase  in  the  hand-to-mouth  buying  by  wholesale 
food  distributors  v/hich  has  talcen  place  within  the  last  decade  or 
two,  there  has  developed  a  need  for  more  adequate  storage  facili- 
ties by  cannerst     The  need  for  storage  also  arises  from  the  seasonal 
production  and  more  or  less  uniform  consumption  of  many  canned  foods. 
As  experienced  by  most  cooperative  canneries,  the  need  has  been  for 
more  adequate  local  storage.    This  has  grown  out  of  the  necessity  of 
providing  economical  storage  under  conditions  favorable  to  low-cost 
financing  and  carrying  of  pack. 

As  a  general  rule,  cooperative  canneries  own  sufficient  storage 
space  to  meet  the  local  storage  requirements  under  usual  operating 
conditions.    Among  the  associations  reporting,  26  vrere  operating 
v/ithout  leasing  any  storage  space  (table  U),    One  association  was 
leasing  space  for  storage  with  a  capacity  of  over  300»000  cases, 
v;hile  five  associations  were  leasing  space  with  a  capacity  for  stor- 
age of  150,000  cases  or  less.    There  were  22  associations  each  with 
owned  storage  capacity  for  2^0,000  cases  or  less. 

Table  h,-  Capacity  of  Ov/ned  and  Leased  Storage 


Capacity  of  f        Number  of  associations  having  - 


stora.';e  (cases) 

Ovmed  storai';e 

Leased  storage 

1  -  50,000  

5 

2 

50,001  -  100,000  

g 

2 

100,001  -  150,000  

2 

1 

150,001  -  200,000  

U 

200,001  -  250,000  

3 

250,001  -  300,000  

Over  300,000   

9 

1 

Total  1/  

32 

32 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-Uo. 

1/  One  association  reported  no  owned  storage,  and  26  associations 
reported  no  leased  storage. 
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Ei^ht  of  the  18  associations  reporting,  or  kh  percent,  were 
using  warehouses  licensed  under  the  United  States  v\'?.rehouse  act. 
All  classifications,  exce^^t  tne  aairy  and  poultry  group,  contained 
associations  storing  goods  in  warehouses  licensed  luider  the  United 
States  warehouse  act.     Those  associations  op'^ratinr:^  under  this  act 
generally  reported  a  satisfactory  experience.    Eccnony  and  con- 
venience were  the  reasons  most  freojiently  -  iven  for  storing  canned 
goods  in  the  type  of  warehouses  used. 

A  majority  of  the  associations  made  use  of  some  type  of  storage 
at  regional  or  terminal  markets  (taTole  5)*  •  Ah  out  one-third  of  the 
organizations  reported  no  use  made  of  regional  or  terminal  storage. 


Tahle  5«-  ^ype  of  Regional  or  Terminal  Market  Storage  Used 


Number  of 

associations  handlin 

Type  of 

Dairy  and 

storage 

poultry 

Vege- 

Fruits and 

special- 

Percentage 

used 

products 

tables 

Fruits 

ver"e  tables 

ties 

Total 

of  total 

Public 

2 

5 

1 

9 

17 

51.5 

Broker 

2 

1 

3 

9.1 

Other 

1 

1 

3.0 

None 

1 

2 

3 

1 

12 

30. u 

Total 

7 

7 

5 

10 

33 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-^0, 


The  organizations  packing  specialties,  fruits j  and  dairy  and 
poultry  products  were  more  extensive  users  of  public  storage  at 
regional  and  terminal  markets  than  the  other  classifications,  prob- 
ably due  to  the  v;ider  distribution  of  their  products.  Organizations 
packing  vegetables  reported  no  use  of  public  storage  although  two 
such  associations  did  use  storage  facilities  furnished  by  brokers. 

Organizations  making  use  of  public  storage  at  terminal  markets 
generally  aid  so  to  have  spot  stocks  !_/  at  important  markets  to 
insure  r.:"jmpt  delivery  of  goods  to  their  customers.    The  ability  to 
make  prc-aVyt  delivery  from  spot  stocks  frequently  means  the  differ- 
ence botv/'-ien  maKing  or  losin-;  a  sale.    With  the  tendency  for  whole- 
salers to  carry  smaller  stock?  in  proportion  to  sales,  increasing 
use  of  public  warehouses  for  storage  at  central  markets  may  be  made 
by  cann-^ cs>     Some  e ssocistionsr  however,  ha,ve  made  serious  mistnkes 
1/  Spoc  stocks  are  thoso  v/nich  are  shipped  b:/-  the  canner  and  stored 
as  his  property  in  a  public  merchandise  warehouse  at  a  center  where 
the  canner  thinks  the  goods  will  be  needed  to  supply  consumer  demand. 
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"by  storing  goods  at  central  markets  without  having  had.  adequate 
experience  v.dth  the  choice  of  markets  at  which  to  store.    V/here  mis- 
takes have  "been  made,  it  has  sometimes  "been  necessary  to  correct 
them  hy  reshipraents  to  other  markets,  thus  adding  to  the  cost. 
There  is  also  the  difficulty  of  maintaining  adequate  stocks  of  the 
various  sizes,  grades,  and  commodities,  which  may  tecome  a  problem 
where  stocks  are  carried  at  many  different  markets. 

INSURING  STOCKS  IN  STORAGE  , 

Practically  all  associations  carried  fire  insurance  on  canned 
goods  in  storage.    About  one-half  of  the  associations  carried  wind- 
storm insurance,  one-third  insurance  against  loss  or  damage  from 
water,  a.nd  10  percent  earthojiake  insurance  (table  6). 


Table  6.-  Types  of  Insurance  Carried  by  Associations 


Hazard  against  v;hich  associa- 
tion is  insured 

Number  of 
associations 
insured 

Percentage  of 
associations 
insured 

Pi  re    

36 

97.3 

Windstorm   

19  ■ 

51. U 

Water   

12 

32.^ 

Earthquake  

10. g 

Product  liability   

Other 

7 

19-7 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-Uo. 


Nearly  two-thirds  of  the  organizations  carried  product  liabil- 
ity insurance  in  one  form  or  another.     In  most  cases,  vmere  this 
kind  of  insurance  was  carried,  there  was  restricted'  protection  pro- 
vided through  membership  in  a  trade  association.    Product  liability 
insurance  is  designed  to  protect  the  insured  from  claims  of  consum- 
ers v.'ho  suffer  (or  claim  to  suffer)  injuries  or  damages  arising  from 
the  use  of  the  product.     This  type  of  claim,   in  some  large  cities, 
bears  certain  aspects  of  a  "racket,"  against  which  product  liability 
insurance  'becomea  essential  for  the  protection  of  the  canner. 
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riNANCING  STOCKS  IN  STORAGE 


Desirable  canned  foods,  stored  in  £;ood  warehouses  and  fully 
protected  by  insurance,  offer  capably  managed  cooperatives  an' 
excellent  basis  for  loans  at  low  interest  rates*    The  sound  financ- 
ing of  stocks  in  storage  is  a  prerequisite  to  successful  merchan- 
dising.   Relatively  few  cooperative  canneries  require  no  financing 
of  their  warehoused  products. 

In  some  cases  the  raw  materials  are  frozen  and  carried  in  stor- 
age.   Withdrawals  are  made  from  cold  storage  and  processed  for 
prompt  shipment.    There  is,  under  such  circumstances,  little  need 
for  carrying  large  stocics  of  the  processed  commodity  in  storage,  and 
the  financing  of  such  stocks  as  are  carried  is  not  important.  There 
does  exist,  hovrever,  the  problem  of  financing  the.  frozen  products  in 
storage.     Frequently  these  frozen  goods  are  financed  through  the 
same  sources  as  the  processed  commodities  and  on  essentially  the 
same  basis. 

Sources  of  Loans 

Fifty-eight  percent  of  the  associations  reporting  financed 
their  packs  in  storage  entirely  through  the  ba,nlcs  for  cooperatives 
(table  7)»    Nineteen  percent  of  the  cooperatives  were  financed 
through  other  ba^nks,  v.'hile  ih  percent  were  financed  Jointly  by  the 
banks  for  cooperatives  ejfid  other  banks.    For  this  sample  of  36  asso- 
ciations, the  banks  for  cooperatives  v;ere  financing  either  wholly 
or  jointly  vdth  other  banking  institutions  the  pack  of  almost  three- 
fourths  of  the  associations. 


Table  7«-  Sources  of  Credit 


Sources 

Number  of 
associations 

Percentage  of 
aspociations 

Banks  for  cooperatives  

21 

58.3 

Other  banks   

7 

19.^ 

Banks  for  cooperatives 

and  other  

5 

13.9 

Can  com-oany 

1 

2.2 

Other 

1 

2.8 

None   

1 

2.3 

Total 

36  • 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-UO. 
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Interest  rates  per  year  on  loans  primarily  secured  "by  canned 
goods  in  storaif;e  ran.--ed  from  somev;hat  more  than  1  percent  to  over 
5  percent  (table  S).    Forty-three  percent  of  the  associations  paid 
rates  of  1.1  percent  to  2  percent,  while  3^  percent  paid  rates  of 
2.1  to  3  percent. 


Table  8.-  Interest  Rates  on  Loans  Primarily  Secured  by  Commodities 


Interest  rate 

Number  of  loans 

Percentaif^e  of  loans 

0-1.0  percent 

1.1  -  2.0  percent 

16 

■U3.3 

2.1  -  3*0  percem: 

11 

29.7 

3.1  -  ^+.0  percent  

2 

U.l  -  5*0  percent  

■  5 

13.5 

Over  5«Q  percent  

3 

8.1 

Total 

37 

100.0 

I 


Source:  Survej''  made  by  the  Cooperative  Eesearch  and  Service  Divi- 
sion, 1939-Uo. 

The  interest  rate  charged  by  the  banks  for  cooperatives  on  com- 
modity loans  on  December  1,  19^0,  was  1  l/2  jjercent  per  year.  In 
Puerto  Rico  the  interest  rate  charged  by  the  bank  for  cooperatives 
was  one-half  of  1  percent  higher  than  the  rate  stated  above.  Inter- 
est is  charged  by  the  banl<:s  for  cooperatives  only  on  the  unpaid 
principal  portion  of  the  loans,  and  only  for  the  period  during  which 
the  unpaid  balance  is  outstanding. 

While  the  rate  of  interest  paid  is  important  from  the  stand-, 
point  of  cost  to  the  association,  there  are  other  factors  of  prime 
importance,  which  should  require  careful  consideration  on  the  part 
of  the  association  management  in  negotiating  a  commodity  loan. 
These  factors  are  usually  set  forth  in  a  loan  agreement  entered 
into  between  the  association  and  the  financing  institution.  Loan 
agreements  frequently  are  stated  in  great  detail.    A  detailed  state- 
ment of  the  terms  and  conditions  of  the  loan  is  desirable  from  the 
standpoint  of  the  association  and  the  financing  institution  because 
a  clear  v/ritten  understanding  made  in  advance  of  a  loan  lessens  the 
possibility  of  any  misunderstanding  which  may  occur  after  the  loan 
is  made. 

Among  the  important  provisions  generally  included  in  the  loan 
agreement  in  addition  to  the  interest  rate  are  the  rate  of  advance, 
type  of  lien,  margin  of  collateral,  repayment  and  release  of  col- 
lateral, and  acceleration  of  sales. 
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Rate  of  Advance 


Ordinarily  the  rate  of  advance,  or  the  amount  per  unit  v;hich 
the  financin^g  institution  agrees  to  advance  to  the  co'operativei  is 
of  prime  importance  to  hoth  parties  "because  it  may  largely  deter- 
mine the  safety  of  the  loan  from  the  standpoint  of  the  bank  and  the 
acceptability  of  the  loan  to  the  association,    A  bank,  to  be  able 
to  loan  money  at  low  rates  of  interest,  must  necessarily  require 
that  such  loans  be  adequately  secured.    While  the  association  is 
interested  in  protecting  the  bank  by  reo^uesting  only  conservative 
advances  on  its  products,  it  is  oftentimes  faced  with  the  perplex- 
ing problem  of  making  such  loans  not  only  cover  its  operating  and 
processing  costs  but  to  make  vrhat  its  members  regard  as  reasonable  . 
advances  on  the  products  delivered. 

Since  the  canned  goods  ordinarily  are  readily  salable  at  mar- 
ket prices  -v/hich  are  widely  known  for  most  commodities,  loans  may 
Safely  be  made  to  efficiently  operated  cooperatives  at  a  rather 
high  percentage  of  the  net  market  value,  with  due  regard  for  price 
fluctuations  which  may  occur.    One-fifth  of  the  associations 
reported  a  loan  basis  of  over  70  percent  of  the  net  market  value 
(table  S) •     Sixty-eight  percent  of  the  associations  were  carrying 
loans  with  a  rate  of  advance  of  6l  to  70  percent,  while  the  remainder 
had  loans  of  5I  to  bO  percent  of  market  value. 


Table  9«-  Loan  Basis  (Rate  of  Advance) 


Number  ' 

Percentage  of 

Percentage  of  market  value 

of  loans 

loans 

0  -  50  percent   

51  -  60  percent 

3 

12.0 

61  - .70  percent  

17 

62.0 

Over  70  percent 

5 

20.0 

Total   

25 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, i939-i4-o. 


An  examination  of  the  five  associations  reporting  loans  of 
over  70  percent  of  the  market  value  showed  that  the  financial  con- 
dition of  the  associations  was  either  very  v/eak  or  exceptionally 
strong.    The  financing  institutions,  no  doubt,  felt  that  the  high 
rate  of  advances  to  the  weaker  associations  was  justified  by  fac- 
tors not  always  discernible  in  casual  reviev;.     Such  factors  are 
numerous.    The  most  common  is  the  desire  to  assist  the  association 
to  carry  out  an  orderly  marketing  program  as  against  immediate 
forced  sale  in  a  distressed  market. 
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In  one  case  v;here  the  rate  of  advance  was  over  "JO  percent  to 
one  association,  the  linancinf^  institution  prohalDly  felt  that  its 
loan  v/as  adequately  secured  the  very  strong;  financial  position 
of  the  associf^tion. 

•   '3^ype  of  Lien 

In  about  three-fourths  of  the  cases,  warehouse  receipts  were 
the  type  of  lien  ^-iven  to  secure  the  loan.    Collateral  of  this  type 
was  used  "by  all  of  the  commodity  groups.    The  warehouse  receipt  is 
generally  the  most  acceptable  form  of  security  used  for  canned 
foods  "Dcth  from  the  standpoint  of  "borrower  and  lender.    From  the 
standpoint  of  the  lendert  it  is  important  that  the  v;arehouse  receipt 
carry  a  statement  clearly  descri"bing  the  commodities  which  the 
receipt  represents.     It  should  contain  a  statement  as  to  the  q.uan- 
tity,   quality,  grade,  or  condition  of  the  product. 

Warehouse  receipts  issued  under  authority  of  the  United  States 
v/arehouse  act  call  for  a  statement  of  the  lot  num"ber,  warehouse 
compartment  number  v;here  stored,  case  or  code  marks,  cased  or 
uncased,  labeled  or  unlabeled,  brand,  and  grade.    The  grade  state- 
ment required  is  according  to  grades ' approved  by  the  United  States 
Department  of  Agriculture.    These  receipts  may  be  negotiable  or 
nonnegotiable  and  carry  a  statement  concerning  v.hether  the  canned 
foods  are  insured  by  the  v/arehouseman,  the  charges  claimed  by  the 
v;arehouseman  for  receiving!  handling,  storing»  and  delivering,  and 
a  statement  that  the  grade  and  condition  v/ere  determined  by  an 
inspector  licensed  under  the  United  States  warehouse  act. 

The  use  of  a  chattel  mortgage  as  a  type  of  lien  was'  reported 
by  9  percent  of  the  associations.    Banking  institutions  in  some 
States  have  been  willing  to  accept  collateral  in  this  form,  although 
its  use  is  not  widespread. 

■  Margin  of  Collateral 

Once  advances  have  been  made  under  a  loan  agreement,  the  value 
of  the  stored  commodities  may  change  v.dth  changes  in  market  prices 
or  condition  of  the  product  in  storage.     The  loan  agreement  usually 
contains  a  provision  to  protect  the  lender  in  a  declining  market.- 
Such  a  provision,  for  example,  might  state  that  in  case  the  net  mar- 
ket value  of  the  pledged  commodity  depreciate-s  to  such  an  extent 
that  the  outstanding  loans  secured  by  the  commodity  exceed  a  stated 
percentage  (for  example  75  percent)  of  the  net  market  value  thereof, 
upon' demand  of  the  lender,  additional  warehouse  , receipts ,  cash,  or 
other  security  acceptable  to  the  lender,  will  be  deposited  v;ith  the 
lender  so  that  the  aggregate  advances  then  outstanding  on  all  notes 
shall  not  be  in  excess  of  a  stated  percentage  (for  example  70  per- 
cent) of  the  net  market  value  of  all  collateral  pledged  to  the 
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lender.    A  further  provision  is  generally''  included  v.'hich  allows  the 
lender  to  sell,  after  due  notice  to  the  association,  the  merchandise, 
or  as  much  as  may  "be  needed  to  restore  the  margin,  if  the  required 
margin  has  not  "been  restored  within  a  reasonable  time,  as  determined 
by  the  lender. 

About  85  percent  of  the  associations  reporting  were  reauired  to 
maintain  a  stated  margin  of  collateral  (table  10)«    About  15  percent 
stated  that  they  had  no  agreement  v/ith  respect  to  a  margin  require- 
ment.   Four  associations  did  not  specify  what  margin  agreement,  if 
any,  existed.    Loans  made  on  a  basis  requiring  no  margin  of  col- 
lateral cannot  qualify  as  "commodity"  loans  ■under  regulations  govern- 
ing the  banks  for  cooperatives. 


Table  10.-  Margin  of  Collateral  Required 


lTumb( 

3r  of  associations 

handling 

Margin  of 
collateral 

Dairy  and 

poultry 
products 

Vege- 
tables 

Fruits 

Fruits  and 
vegetables 

Soecial- 
ties 

Total 

Percent- 
age of 
total 

Margin  required.. 

1 

6 

 1 

6 

7 

8 

28 

8^.2 

No  margin 

required  

' — 1 

1 

5 

15.2 

Total 

2 

6 

7 

7 

11 

33 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Division, 
1939-^0' 


Repayment  and  Release  of  Collateral 

Loan  agreements  with  the  banks  for  cooperatives  specify  condi-r 
tions  for  repayment  of  loans  made  thereunder  and  for  the  release  of 
collateral.    The  agreements  vary  with  circumstances,  but  generally 
require  the  associations  to  repay  more  than  100  percent  of  the  amount 
loaned  on  such  collateral  to  obtain  release  of  the  collateral  pledged 
so  long  as  the  association  is  not  in  default  under  the  terms  of  the 
agreement.     It  is  further  provided  that  the  bank  may  in  its  sole  dis- 
cretion require  the  application  of  the  entire  sales  proceeds  of  all 
products  so  released  to  discharge  the  association's  obligation  to 
the  bank. 

Various  special  arrangements  were  sometimes  made  in  which  the 
association  7,^3  required  to  repay  the  lending  institution  all  or  a 
specified  percent  of  the  proceeds  of  sale  to  obtain  release  of  col- 
lateral.    Generally  the  financial  condition  of  the  association  was 
a  factor  of  importance  affecting  the  terms  of  repayment  and  release 
of  collateral. 
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Acceleration  of  Sale 


The  lender,  from  the  standpoint  of  self-protection,  needs  to 
keep  informed  as  to  market  changes  and  the  rate  at  which  the  com- 
modities on  which  he  has  made  loans  are  moving  to  market.    The  loan 
agreement  may  contain  an  acceleration  clause  providing  that,  if,  in 
the  opinion  of  the  lender,  the  association  is  not  marketing  with 
sufficient  rapidity  the  commodity  pledged  to  the  lender,  the- lender, 
if  he  deems  it  advisable  for  the  protection  of  his  loans,  may  call 
upon  the  association  to  accelerate  its  sales.     If  the  lender's 
request  is  not  complied  with,  the  lender  shall  have  the  right  with- 
out further  notice  to  sell  from  time  to  time*  out  of  the  property 
pledged  as  collateral,  vrhatever  amounts  he  deems  necessary  and  apply 
the  entire  net  proceeds  to  the  payment  of  the  loan. 

About  81  percent  of  the  associations  reported  their  loan  agree- 
ments contained  a  clause  providing  for  the  acceleration  of  sales 
(table  ll).    About  19  percent  stated  that  their  agreements  contained 
no  such  clause. 

Table  11.-  Acceleration  of  Sales  Basis 


Number  of  associations  handling  - 


Dairy  and 

Fruits 

Percent- 

Acceleration of 

poultry 

Vege- 

and vege- 

Special- 

age of 

sales  basis 

products 

tables 

Fruits 

tables 

ties 

Total 

total 

Acceleration 

clause 

1 

k 

l4 

6 

b 

21 

go. 8 

No  acceleration 

clause 

_ 



1 

1  

2 

2 

5 

19.2 

Total 

5 



6 



6 

S 

26 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Division, 
1939-UO. 


Ordinarily,  financing  institutions  making  loans  on  the  security 
of  warehouse  receipts  require  notes  executed  by  the  borrower  in  form 
acceptable  to  the  lending  institution  and  payable  on  demand  in  3«  6, 
9,  or  12  months  from  the  date  of  the  note.    Although  a  number  of 
associations  had  loans  v/ith  maturity  dates  ranging  from  1,  ^^o  ^  months, 
there  were  I5  associations  having  loans  with  maturity  dates  in  excess 
of  9  months.    It  is  very  definitely  in  the  interest  of  the  associa- 
tion to  have  a  loan  agreement  setting  forth  a  schedule  of  loans  which 
it  will  request  on  about  the  dates  when  advances  will  be  required, 
and  with  maturity  dates  which  vn.ll  permit  repayment  as  the  products 
are  marketed  throughout  the  usual  marketing  season* 
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Over  a  long  period  of  time  loans  made  on  warehouse  receipts 
issued  "by  responsible  putlic  v/arehousemen,  have  proven  safe  and 
profitable  to  financing  institutions.    With  this  type  of  security, 
the  lender  is  protected  against  third  party  claims  should  the  bor- 
rower fail*    This  would  not  be  true  if  the  same  loan  had  been  made 
on  a  trust  receipt  or  a  chattel  mortgage  rather  than  a  v/arehouse 
receipt.    Loans  made  on  trust  receipts  or  chattel  mortgages  involved 
an  element  of  moral  risk  because  the  products  on  which  the  loan  is 
made  remain  in  the  hands  of  the  borrov/ert  and  the  lender  does  not 
have  the  same  security  he  v;ould  have  if  the  products  were  in  the 
custody  of  a  disinterested  third  party  such  as  a  warehouseman. 

CHA-l^iilLS  OF  DISTRIBUTION 

The  usual  distribution  channels  used  by  cooperative  canneries 
include  the  food  broker,  the  v;holesale  grocer  or  chain  store,  and 
the  retail  food  store.    The  food  broker,  as  a  rule,  does  not  have 
possession  or  absolute  control  of  the  canned  products.    His  func- 
tion is  to  obtain  and  transmit  orders  for  the  canners  which  he 
represents  at  prices  and  on  terms  specified  by  his  principals.  For 
this  servicet  the  broker  usually  receives  an  agreed  percentage  of 
sales  or  brokerage,  which  varies  from  2  to  5  percent  of  sales.  A 
higher  brokerage  rate  generally  is  paid  for  sales  of  fruits  and 
specialties  than  for  vegetables.    The  rate  frequently  is  a  matter 
of  negotiation  between  the  canner  and  the  broker.    The  larger  can- 
ners packing  a  more  desirable  line  of  products,  from  the  broker's 
viewpoint,  frequently  pay  a  lower  rate  of  brokerage. 

Sales  are  usually  m^de  to  wholesale  grocers  and  chain-store 
buyers  through  brokers.    Occasional  sales  are  made  direct.  Whole- 
sale grocers  render  a  number  of  important  services  including  assem- 
bly, storage,  and  credit.    Chain-store  warehouses  function  very 
much  the  same  as  wholesale  grocers  in  the  assembly  and  storage  of 
canned  foods. 

The  canner,  although  he  usually  does  not  sell  the  retail  food 
store,  is  concerned  with  many  of  the  operations  in  these  stores. 
He  is  particularly  concerned  v/ith  all  of  those  things  which  influ- 
ence the  consumption  and  demand  for  his  products.    These  include 
retail  prices,  display,  and  the  sales  effort  which  the  retailer 
puts  back  of  his  product,  because  these  factors  affect  the  consump- 
tion and  demand  for  the  output  of  his  factory. 

Use  of  Brokers 

Almost  x-zithout  exception,  cooperative  canneries  use  brokers  in 
making  sales.    The  single  exception  among  the  37  examined  was  a 
cooperative  producing  a  specialty.    This  cooperative  was  located 
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near  large  markets  v/hich  too'c  practicially  all  of  the  output  of  the 
factory.    However,  this  association  previously  had  used  "brokers  to 
introduce  the  product  and  establish  outlets  through  which  sales 
could  readily  "be  cade. 

Brokers  were  used  mostly  for  reasons  of  economy,  market  cover- 
a£e,  and  convenience.    No  other  method  has  yet  "been  developed  to 
merchandise  the  canned  foods  produced  "by  cooperatives  so  effectively 
and  economically  as  the  use  of  "brokers.    Use  has  "been  made  of  "branch 
sales  offices  "by  some  8  cooperatives.    One  association  reported  using 
over  10  "branch  sales  offices.    In  this  instance,  the  cooperative  was 
interested  chiefly  in  the  sale  of  manufactured  dairy  products  rather 
than  canned  goods  and  the  "branch  sales  offices  maintained  for  the 
other  products  were  utilized  for  the  sale  of  evaporated  milk.  The 
dairy  and  poultry  cooperatives,  and  organisations  producing  special- 
ties, were  making  the  greatest  use  of  "branch  sales  offices. 

For  associations  using  'orokers,  various  methods  were  followed 
in  selecting  brokers,  including  personal  interviews  and  trade  recom- 
mendations (ta"ble  12).    Cooperative  officials  v/ere  much  more  active 
in  locating  and  solicitin?:  "brokers  than  were  "brokers  in  soliciting 
them.    Ahout  one-third  of  the  cooperatives  made  their  selection  of 
"brokers  following  personal  interviews  with  those  whose  appointments 
they  v/ere  considering.    Trade  recommendations,  chiefly  those  made 
by  the  larger  customers  of  tne  cooperatives,  played  an  important 
part  in  broker  selection.    V/hile  it  is  desirable  to  know  v/hat  cus- 
tomers think  of  brokers  whom  cooperatives  are  considering  using, 
care  sho\ild  be  exercised  to  guard  against  biased  recommendations  ■ 
based  on  factors  v/hich,  if  the  broker  v;ere  employed,  might  result 
in  his  favoring  the  customer  recommending  him. 


Table  12.-  Methods  Used  by  Cooperative  Canneries  in  Selecting  Brokers 


N"LLmber  of 

ar^sociations 

handling  - 

Dairy  and 

1 

1 Fruits 

Spe- 

Percent- 

poultry 

i 

and 

cial- 

age of 

products 

Vege- ! 

vege- 

ties 

Total 

total 

Method  used 

ta.bles ! 

Fruits 

tables 

Personal  inter- 

1 

views 

1 

3  i 

1 

2 

U 

11 

.  33-3 

Trade  recommen- 

1 

dations 

2 

1  1 

1 

2 

6 

13.2 

Personal  inter- 

! 

views  and  trade 

recommendations 

_  1 

1 

5 

7 

21.2 

Solicitations  and 

trade  recommen- 

i 

■ 

dations 

_ 

1 

1 

3.0 

Other 

2  i 

2 

g 

2^.3 

Total 

3 

6  ! 

b 

7 

11 

33 

100.0 

Source:  Survey  made  by  the  Cooperative  Boooorch  and  Servico  rivi— 
sion,  1939-UO. 
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Brokers  are  personally  contacted  "by  their  principals  at  infre- 
quent intervals  throughout  the  year.    About  one-fifth  of  the  asso- 
ciations contact  their  "brokers  no  more  often  than  annually 
(table  13)*    About  23  percent  contact  their  brokers  semiannually » 
v/hile  one-fifth  make  quarterly  contacts.    About  3  percent  make 
monthly  contact.     The  dairy  and  poultry  cooperatives  and  those  han- 
dling specialties  made  more  frequent  personal  contacts  with  their 
brokers  than  the  other  groups. 

Table  13»-  Frequency  of  Personal  Contacts  With  Broker 


Number  of  associations  handling  - 


Dairy  and 

Per- 

Frequency 

poultry 

Vege- 

Fruits a.nd 

Special- 

centage 

of  contacts 

products 

tables 

Fruits 

vegetables 

ties 

Total 

of  total 

Annually 

2 

2 

1 

1 

6 

20.0 

Semiannually 

2 

1 

3 

1 

7 

23. U 

Quarterly 

1 

5 

6 

20.0  . 

Monthly.  .  . 

1 

1 

3-3 

Other 

1 

3 

3 

3 

10 

33-3 

Total 

2 

5 

6 

7 

10 

30 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Division, 
1939-UO. 


The  usual  place  of  contact  is  at  the  broker's  office  or  at  the 
food  convention.    Many  associations  make  it  a  point  to  attend  the 
annual  meeting  of  the  National  Canners  Association  and  make  appoint- 
ments to  see  their  brokers  at  this  convention.    A  few  associations 
arrange  to  have  som.e  of  their  brokers  visit  their  plants  during  the 
operating  season  to  give  them  a  better  opportunity  to  become 
acquainted  v.dth  factory  operations  and  the  general  character  and 
quality  of  the  packc    Other  associations  have,  through  the  use  of 
moving  pictures,  brought  scenes  of  their  packing  operations  to  their 
brokers'  offices  or  have  shown  the  film  to  brokers  and  buyers  attend- 
ing the  annual  food  conventions.    Some  of  the  dried  fruit  and  nut 
cooperatives  have  for  many  years  given  annual  dinners  to  their 
brokers  at  the  food  conventions  ajid  have  used  this  means  to  develop 
a  feelin^-  of  mutual  respect  and  confidence  eind  thus  lay  the  basis 
for  increasing  sales. 

Field  brokers  are  used  by  all  groups  except  the  dairy  and 
poultry  group,    A  field  broker  is  usually  defined  as  one  who  oper- 
ates in  the  field  as  the  economic  link  between  a  nximber  of  small 
canners  and  wholesale  buyers.    The  field  broker  usually  employs  the 
services  of  general  food  brokers  in  the  central  markets  through 
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which  sales  are  made  to  v/holesale  "buyers.    Usually  the  "brokerage 
charged  is  divided  equally  "between  the  field  "broker  and  the  broker 
at  the  central  market.     Occasionally  the  field  "broker  finances  the 
snail  canner. . 

About  one -fourth  of  the  cooperatives  use  field  "brokers  regu- 
larly, while  about  lU  percent  make  infrequent  use  of  them  (table  1^). 
A  majority  of  the  associations*  however,  make  no  use  of  field  brok- 
ers.   Only  two  of  the  specialty  groups  use  their  services.    The  use 
of  field  brokers  by  cooperatives,  accordingto  th.o&e  reporting,  is 
decreasing. 


Table  lU.-  Number  of  Cooperative  Canneries  Using  Field  Brokers 


Indicated 

Number  of  associations  handling  - 

use  of 

Dairy  and 

Percent- 

field 

poultry 

Vege- 

Fruits and 

Special- 

age of 

brokers 

products 

tables 

Fruits 

vegetables 

ties 

Total 

total 

Regular 

3 

3 

3 

9 

2U.3 

Infrequent 

1 

1 

1 

2 

5 

13-5 

No  use 

u 

"5 

■ 

10 

62.2 

Total 

u 

7 

7 

7 

 1 

12 

37 

100.0 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-UO. 


Wholesale  Channels 

The  independent  wholesale  grocer  is  the  principal  customer  of 
cooperative  canneries.  More  than  80  percent  of  the  sales  by  coop- 
eratives for  tile  1932-39  season  were  made  to  wholesale  grocers,  of 
which  less  than  7  percent  were  made  through  the  buying  offices  of 
the  voluntary  and  cooperative  chains  (table  15»  fig«  2).  About  I5 
percent  of  sales  during  that  season  went  to  corporate  chains. 

Since  it  is  estimated  that  corporate  chains  made  from  3^+  "to 
38  percent  of  the  total  sales  of  grocery  and  combination  stores  in 
1933-39*  and  that  as  a  group  the  cannery  cooperatives  surveyed  made 
only  15  percent  of  their  total  sales  to  corporate  chains,   it  is 
evident  that  the  cannery  cooperatives  v/ere  not  selling  to  the  chains 
their  proportionate  share  of  the  chains'  requirements. 

The  percentage  of  sales  made  by  individual  canneries  to  types 
of  wholesale  outlets  varies  widely.     For  example,  percentage  of 
sales  to  corporate  chains  ranged  from  zero  to  63.    Four  of  the  asso- 
ciations whose  records  were  examined  made  no  sales  to  corporate 
chains,  while  I9  reported  sales  of  3O  percent  or  less.     Only  ^4  coop- 
eratives reported  sales  of  more  than  3O  percent. 
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An  examination  of  sales  made  oy  23  cooperatives  for  the  1933-39 
season  to  the  largest  of  the  corporate  chains  showed  that  8  coop- 
eratives made  no  sales  to  this  chain,  10  made  up  to  10  percent  of 
their  total  sales  to  the  chain,   2  from  11  to  20  percent,   2  from  21 
to  30  percent,  and  1  from  3I  to  Uo  percent. 

An  examination  of  the  sales  made  "by  this  same  group  of  Coop- 
eratives indicated  that  10  of  them  made  no  sales  to  the  second  lead- 
ing corporate  chain  system,  3  made  up  to  10  percent  of  their  total 
sales  to  the  chain,   2  made  from  11  to  20  percent,  1  made  from  21  to 
30  percent,  and  2  made  from  3I  to  UO  percent. 

Sales  to  other  leading  corporate  chains  showed  a  tendency  for 
farmer  cooperatives  to  sell  less  to  chains  as  the  chains  "became  :. 
regional  in  scope  rather  than  national.. 

The  policy  of  cannery  sales  managers  to  distribute  their  sales 
through  independent  v/holesale  grocers,  corporate  chains,  and  other 
v/holesale  outlets,  rather  than  using  one  type  of  outlet  to  the 
virtual  exclusion  of  others,  is  commendahle .     Ohviously  a  measure 
of  protection  is  afforded  tne  seller  who  maintains  a.  large  number 
of  customers,  wnich  the  seller  v/ho  depends  chiefly  on  one  or  two 
large  customers  to  take  the  output  of  his  factory  does  not  have, 
particularly  under  conditions  in  which  buying  practices  of  the 
larger  distributors  are  subject  to  freq^-aent  change. 

The  trend  of  sales  to  v;holesale  grocers,  super  markets,  and 
corporate  chains,  as  reported  by  3O  associations  for  the  marketing 
seasons  193c-37»  1937-3S»  and  193'3~39»  ^-^a-s  rising.     The  trend  of 
sales  showed  little  change  during  that  period  to  voluntary  and 
cooperative  chains  and  consumer  cooperatives. 

CHjilDIT  TO  BUYSRG 

Credit  is  extended  to  buyers  by  about  fl  percent  of  the  asso- 
ciations reporting,  while  about  one-fourth  of  the  associations  do 
not  extend  credit  (table  I6).     The  remainder  seldom  extend  credit 
but  may  do  so  under  certain  conditions.     The  extension  of  credit  is 
common  to  all  commodity  classifications,  although  a  sm^aller  per- 
centage of  those  packing  fruits  make  a  practice  of  credit  extension 
than  of  the  other  groups.    One  or  more  a.ssociations  in  each  group, 
with  the  exception  of  the  dairy  and  poultry  group,  do  not  extend  any 
credit.    All  four  associations  of  the  dairy  and  poultry  group  extend 
credit  to  their  customers. 
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Table  lo.-  NumlDer  of  Associations  Extending  Credit 


I^umoer 

of  associations  handling  - 

Credit  policy 

Dairy  and 

poultry 
products 

Vee;e- 
tables 

Fruits 

Fruits  and 
veretables 

Special- 
ties 

Total 

Per- 
cent- 
age of 
total 

xiXijenQ.  creuio 

k 

c 

D 

2 

5 

8 

OK 

Do  not  extend 
credit 

1 

U 

1 

3 

9 

25.7 

Seldom  extend 
credit 

1 

1 

2.9 

Total 

1+ 

7 

6 

7 

11 

35 

100.0 

Source:  Survey  made  "by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-UO. 


The  percentage  of  total  "business  done  on  credit  varies  greatly. 
Sixteen  associations  reported  that  from  76  to  100  percent  of  their 
"business  was  done  on  credit  (tahle  17)»    Five  associations  reported 
doing  from  1  to  25  percent  of  their  "business  on  credit.  Associa- 
tions have  found  it  feasible  to  extend  credit  to  some  customers 
v;hile  making  cash  sales  to  others.     It  is  pro"ba"ble  that  most  asso- 
ciations have  followed  the  usual  trade  custom  with  respect  to  credit. 


Tahle  17»-  Portion  of  Business  Done  on  Credit 


Percenta4;e  of  "business 

Number  of 

done  on  credit 

associations 

1  -  25  percent 

5 

26  -  50  percent 

2 

51  -  75  percent  

1 

76  -  100  percent 

1? 

Total   

24 

Source:     Survey  m.ade  "by  the 

Cooperative  Research  and 

Service  Division,  I939-U0. 

Various  methods  were  used  to  determine  the  "basis  for  credit. 
About  39  percent  of  the  23  associations  reporting  used  standard 
credit  rating  guides  (table  lg)»    To  some  extent  they  depended  upon 
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past  experience  to  supplement  the  credit  rating,  or  upon  broker 
recoi-imendations.    \fnile  "broilers  aid  not  guarantee  collections  on 
goods  sold  on  credit  on  their  recoiomsndations,  they  did  take  a 
personal  pride  in  seeinf^  that  collections  v/ere  promptly  made  in 
such  cases.    !?ailure  to  do  so  might  result  in  loss  of  confidence.'  "' 
of  the  cooperative  in  the  "broker  and  result  in  the  hroker's  losing 
the  account. 


Tahle  IS.-  Condition  Under  Vi/hich  Credit  Is  Extended 


Condition 

Nurn"ber  of 
associations 

Percentsge  of 
associations 

On  credit  rating  • 

9 

39.1 

On  "buyer  classification   

1 

Credit  rating  and 
experience 

3 

13.1 

Rating  and  "broker  recom- 
mendation 

2 

g.7 

Other.   :  

S 

3!+.S  . 

Total   

23 

100,0 

Source:  Survey  made  "oy  the  Cooperative  Research  and  Service 
Division,  1933-40. 


Credit  losses  reijorted  "Dy  3I  acsociations  varied  from  nothing 
to  approximately  one-half  of  1  percent  of  sales  (ta"ble  19)»  About 
one-half  of  the  associations  had  credit  losses  of  one-fourth  per- 
cent or  less  v.fhile  a'bout  an  equal  num"ber  reported  no  credit  losses. 

Ta'ble  19.-  Credit  Losses  As  a  Percentage  of  Sales, 

193^-39  Season 


Credit  losses  as  a  | Associations  indicating;  percentage 


percentage  of  sales 

LTiimher 

V,  — ^.   ,      1-   r-i- 

Percent 

None 

13 

U1.9 

0.01 

-  0.25  percent 

15 

•    •      U3.4  ■ 

0.26 

-  0.50  percent  

•   .     •  2 

6.5 

Over 

0.50  percent 

1 

^  i^2_  

Total 

31 

100.0 

Source:  Survey  made  "by  the  Cooperative  Research  and  Service  Divi- 
sion, I939-I4-O. 
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TRAHSPOKTATION 


Of  35  associations  reporting  on  methods  of  transportation  used 
in  distributing  their  proc'.ucts»  most  of  them  made  shipments  by  rail, 
water,  and  motortruck.    Only  2  associations  made  no  shipments  by 
rail,  7  did  not  ship  by  vrator,  and  3  did  not  ship  by  motortruck 
(table  20).    Where  water  transportation  was  available,  generally  it 
v/as  used,  due  primarily  to  lower  rates.    On  the  other  hand,  over 
three-fourths  of  the  shipments  were  made  for  2  associations  by  rail, 
for  1  association  by  water,  and  for  6  associations  by  motortruck. 
With  many  shipments  all  3  methods  of  transportation  were  employed. 
For  example,  shipments  from  the  V/est  Coast  to  interior  markets  on 
the  East  Coast  might  move  from  the  factory  by  rail  or  truck  to  the 
ports  then  by  water  to  the  eastern  seaboard,  and  complete  the 
journey  by  rail  or  truck  to  the  interior  market. 

Table  20.-  Percentage  of  Shipments  Predominantly 
by  Rail,  Water,  and  Truck 


Number  of  associations  shipping 
indicated  perceata-^e  by  -  


Percentage  shipped 

Rail 

VJater     !  Motortruck 

None  

2 

7 

3 

1  -  25  percent 

11 

16 

15 

26  -  50  percent   

11 

6 

5 

51  -  75  percent 

9 

5 

6 

76  -  100  percent 

2 

,  i  

6 

Total   

35 

35 

35 

Source!  Survey  made  by  the  Cooperative  Research  ena  Service 
Division,  1939-^0. 


The  classification  of  shipments  v/as  done  on  the  basis  of  the 
carrier  over  i./hich  shipments  vjere  made  predominantly.    The  motor- 
truck is  a  very  important  carrier  in  the  distribution  of  canned 
foods.    Twelve  associations  were  shippin.5  more  than  one-half  their 
volume  predominantly  by  motortruck,  11  were  shipping  more  than  one- 
half  by  rail,  and  6  v;ere  shipping  more  than  half  by  water. 

Choice  of  transportation,  to  some  extent,  depended  upon  the 
services  available  to  the  associations.     Since  most  of  the  cooper- 
ative canneries  are  located  near  the  borders  of  the  United  States, 
principally  along  the  Pacific,  Atlantic,  and  C-ulf  Seaboards,  and 
the  Creat  Lakes,  they  are  near  water  transportation.    Canned  goods 
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are  heavy  in  relation  to  their  volume  and  thus  are  v;ell  adapted  to 
shipment  by  water  wherever  euch  service  is  availoble.    Almost  with- 
out exception,  the  larger  and  more  successful  associations  have 
water  transportation.     The  question  may  well  be  raised  v.^ether  or 
not  accenisibility  to  water  transportation  is  essential  to  the 
development  of  large-scale  successful  cooperative  canneries. 

Bail  shipments  by  most  associations  move  in  carloads  at  the 
carload  rate.    Twenty  associations  reported  that  more  than  three- 
fourths  of  their  shipments  by  rail  were  in  carloads  (table  2l). 
Only  one  association  reported  maJ-ins  no  carload  shipments.  Many 
associations  make  shipments  in  pool  cars,  thereby  benefiting  by 
the  lov/er  freight  rate  on  carload  shipments  which  the  pool  car 
takes. 


Table  21.-  Classification  of  Rail  Shipments 


Number  of  associations 

indicating 

Percentage  shipped 

perc'3nta^:;;e 

of  rail  shipments  in  - 

Garlots 

Pool  cars 

L . c .1 . 

None 

1 

9 

13 

1  -  25  percent  

1I+ 

16 

26  -  50  percent  

k 

5 

1 

51  -  75  percent                 •  . 

3 

k 

1 

76  -  100  percent   

20 

0 

1 

Total  

32 

32 

32 

Source:  Survey  made  by  the  Cooperative  Research  and  Service 
Division,  I939-U0. 


A  pool  car  is  a  carload  comprised  of  a  number  of  small  lots 
shipped  to  several  consignees.    Pool  cars  usually  are  received  at 
general  warehouses  at  central  points  for  distribution  to  the  buyers. 
The  broker  generally  sees  that  deliveries  from  pool  cars  a.re  made 
to  the  respective  buyers  and  that  each  buyer  is  bil.led  for  his  pro- 
portional share  of  the  freight  charge  on  the  car  if  the  frei;y;ht  is 
not  prepaid.    The  size  of  the  market  and  the  individual  orders 
received  from  the  market  rather  than  the  •'td  lujae  of  the  shipper 
largely  determine  the  extent  of  the  use  of  pool  cars.  However, 
many  of  the  smaller  markets  cannot  readily  handle  pool  car  shipments 
and  resort  to  less-than-carload  shipments  is  necessary  if  small  lots 
are  to  reach  these  markets  by  rail.     Cooperatives  make  little  use 
of  less-than-carload  shipments  as  a  rule,  although  for  a  very  few 
associations  this  method  of  shipment  is  very  important,    \7hile  I3 
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associations  reported  no  less-than-carload  shipments,  there  were 
16  which  shipped  frou  1  to  25  percent  of  their  rail  volume  in  less 
than  carlo ids. 

The  use  of  pool-  cars  is  important  to  a  numher  of  cooperatives! 
v/ith  ^  reporting  that  more  than  half  their  rail  shipments  moved  in 
pool  carsf  5  moved  from  2b  to        percent,  and  lU  shipped  from  1  to 
25  percent  in  pool  cars. 

Shipments  "by  v;ater  are  almost  alv/ays  made  in  quantities  sijjf- 
ficient  to  take  the  minimum  weigJit  carload  rate.     Twenty-six  of 
25  associations  shiopinj^  by  v/ater  moved  from  9I  "to  ICO  percent  of 
their  total  water  shipments  at  the  carload  rate,  while  1  moved  over 
76  percent  of  its  shipments  at  this  rate.    Only  2  associations 
shipping  "by  water  were  unable  to  ship  at  the  carload  ra.te. 

"Where  sales  are  made  to  wholesale  and  chs.in-store  "buyers 
located  v/ithin  trucking  distance  of  canneries,  the  "buyers  sometimes 
desire  to  pick  up  the  goods  in  their  own  trucks  at  the  cannery. 
This  frequently  is  the  case  where  the  buyer  has  available  empty 
trucks  ret'orning  by  the  cannery  enroute  to  the  buyer's  v/arehouse. 
Under  such -conditions  either  a  saving  in  transportation  costs  or 
time  can  be  effected,  or  there  may  be  a  saving  in  both. 

While  of  some  importance  to  a  number  of  associations,  only  U 
rf  31  reporting  indicated  that  goods  picked  up  by  buyers'  trucks 
exceeded  10  percent  of  their  total  deliveries  (ta.ble  22).  Fourteen, 
or  almost  one-half  the  associations,  showed  pickups  as  mounting  to 
3.1  percent  or  less  of  their  total  volume. 


Table  22.-  Percentage  of  Deliveries  to  Buyers  '.fnich  &re  Picked  up 
by  Buyers'  Trucks  at  Association  Warehouse 


Percentage  of  deliveries 
picked  up 

Number  of  associations  having 
indicated  percentage 
picked  up 

Percent age 
cf  total 

None 

5 

ih 

16.1 

Under  3*1  percent 

^^5.2 

3.1  -    5*0  percent   

6 

15. u 

5.1  -  10.0  percent 

2 

6.U 

Over  10.0  percent 

U 

12.9 

Total  ..;  



. 

100.0 

Source;  Survey  maae  by  the  Cooperative  Research  and  Service 
Division,  1939-UO. 


-  2  -5  ~ 


As  most  associations  quote  prices  f.o.lD.  their  warehouses, 
there  v;ere  no  price  concessions  made  on  g-oods  picked  up  at  the 
v/arehouse.    Only  in  cases  where  delivered  prices  v;ere  quoted  vere 
price  concessions  reported  and  these  v;ere  on  the  tasis  of  the  com- 
mercial truck  rate  or  a  freight  allo'/ance.    In  either  case,  the 
buyer  "benefited  to  the  extent  a  saving  in  transportation  cost  could 
be  made  or  more  rapid  delivery  secured. 

G-EOGEAPHIO  DlSTHlBUTIOIT  OF  SALSyS 

The  extent  to  which        cooperative  canneries  have  achieved 
national  distribution  of  their  products  is  shown  in  tables  23  to 
31.     Total  United  States  sales  for  these  2^  cooperatives  for  the 
I93S-39  season  were  $1^,690,013.2^0     In  additions  there  were  foreign 
sales  of  about  a  million  dollars  and  undistributed  domestic  sales 
of  approximately  three-quarters  of  a  million  dollars-  not  shown  in 
figure  3  and  the  accompanying  tables. 

For  rough  comparison  of  the  distribution  of  sales  by  geographic 
areas,  there  is  given  a  corresponding  percentage  breakdown  of 
national  income  paid  out  for  the  calendar  year  1939'^  National 
income  is  used  as  a  convenient  index'  or  very  rough  potential  of  the 
market  for  canned  foods  by  geographic  areas.    Other  single  indexes 
which  might  have  been  used  v;ould  include  population,  retail  food 
sales,  total  retail  sales,  or  some  composite  regional  income  index. 

This  group  of  cooperatives  is  distributing  about  one-third  of 
its  pack  in  the  New  England  and  Middle  Atlantic  States.     These  two 
geographic  areas  accounted  for  about  30  percent  of  the  national 
income  paid  out  in  1939  and  about  27  percent  of  the  United  States 
population.    The  cooperatives  marketed  about  one-third  of  their 
pack  in  the  Pacific  States »  which  received  about  10  percent  of  the 
national  income  in  1939  and  had  about  f »h  percent  of  the  population. 
Thus  the  total  sales  of  cooperatives  by  geographic  areas  means  lit- 
tle except  to  indicate  in  some  degree  the  competition  between  coop- 
eratives in  the  various  areas  and  the  dollar  volume  of  products 
packed  by  cooperatives  which  are  distributed  in  those  areas. 
Undoubtedly  factors  such  as  transportation  rates,  competition 
commodities  packed,  and  effectiveness  of  sales  effort  largely  govern 
the  markets  which  can  profitably  be  reached.    The  location  of  the 
cooperative  v/ith  respect  to  markets,  therefore,  becomes  of  primary 
importance 

Effect  of  Location  on  Distribution  of  Sales 

Examining  more  closely  table  2U  it  will  be  noted,  for  example, 
that  the  associations  in  the  IJev/  England  and  Middle  Atlantic  States 
marketed  slightly  more  than  half  of  their  products  in  that  area. 
Associations  located  in  the  Pacific  States  marketed  slightly  less 
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than  half  of  their  products  in  the  Pacific  s.rea  (tahle  25).  The 
remainder  in  each  area  was  marketed  as  indicated  in  the  tables. 

It  is  evident  from  these  tables  that  there  is  a  considerable 
volvune  of  cross-hauls  in  the  distribution  of  canned  goods  produced 
by  this  group  of  cooperativeso    This,  of  course,  results  in  part 
from  competition,  and  in  part  from  speciali?:ation  in  production 
and  in  commodities  produced.    To  some  extent  the  cross-hauls  are 
essential  to  obtain  proper  distribution  of  the  various  grades  of 
the  commodities  packed. 

Table  2U.-  Canned  ?oods:     Distribution  by  G-eographic  Areas  of  Sales 
of  3  Associations  Located  in  the  Nev;  Snglsnd  and  Middle  Atlantic 
States,  1932-39  Season  1/ 


Percentage  of  totgl  sales  in  area,  by  - 


Geographic  area 

Association 
3^  2/ 

Association 

13 1/ 

Association 
27 

Total 

Percent 




Percent 

Percent 

Percent 

Nev;  England 

22.6 

33-7 

.1+ 

20.7 

Middle  Atlantic 

3U.2 

29 

19.5 

3^.3 

East  North  Central 

12.0 

27.1 

U9.7 

15.6 

West  llorth  Central 

9.3 

.  ^.6 

5.S 

South  Atlantic 

_ 

U.l 

8.3  , 

East  South  Central 

2.^ 

...5  ' 

2.2  .' 

V.est'  South  Central 

6.2  ■ 

1.6 

5.7 

Mountain 

1.3 

1.1 

1-7 

Pacific 

5.2 

_ 

13.5 

6,9 

Total 

100.0 

100.0 

10.0.0 

100.0 

ly  Total  domestic  sales  $2,596,375.97. 

2j  Percentage  established  for  geographic  areas  on  basis  of  cases 


sold  as  furnished  on  Form  3A-H-3.    These  percentages  .were  then 
applied  to  gross  billings  in  dollar  value  for  I938-39  as  furnished 
on  Form  BA-n-2. 

37  Data  are  for  1937-33  season. 

Source:  Survey  made  by  the  Cooperative  Research  'and  Service  Divi-. 
sion,  1939-Uo.  ~ 
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Table  25.-  Canned  Foods:     Distribution  by  Geographic  Areas  of  Sales 
of  13  Associations  Located  in  the  Pacific  States,  I938-39  Sea- 
son !_/ 


Geographic  area 


Nev;  England 
Middle  Atlantic 
East  ITorth  Central 
West  ITorth  Central 
South  Atlantic 
East  South  Centr.al 
West  South  Central 
Mountain 
Pacific 

Total 


New  England 
Middle  Atlantic 
East  North  Central 
West  North  Central 
South  Atlantic 
East  South  Central 
West  South  Central 
Mountain 
Pacific 

Total 


Percentage  of  sales  in  area  by  associa,- 
tion  number  - 


23 


Fercont  Lporcent 


1. 

2U. 

iM 

5.7 
.2 


i.g 
16.1 


U.9 
1906 

10.7 
17.3 
.9 
.6 

5.2 

l.U 

39.4 


25 


PcrcGnt  jPorcont  [Percent  [Percent  I  Percent 


9-5 

IScU 

1U.9 
9.2 

6.9 

2/ 
1.2 

1.5 

13. U 


29 


23»3 
22.1 

5.9 
6.1 
6.6 

.2 

12.2 
23.0 


2.U 
20c5 
12.2 
18. 9 


12.2 

33. s 


TIT' 


15 


1^.7 
5U.2 
11.7 
12.2 
2.9 
.5 
2.8 
1.2 
9.8 


3 
32 
17 
17 


7 
7 
13 


.9 
.9 
.1 


.3 
.2 
.2 


100.0 

100,0  i  100.0 

100.0  i  100.0 

100.0  ! 100.0 

Association  nUjDber  - 

Total 

19    ;  12 

2 

L  ^ 

1  22 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

37.4 

16, u 
13.0 

1.5 

1.1 

^.7 
3.7 

16.7 

9.1 

U2.2 

6.7 
2.1 
.2 

.h 

5.6 
30.5 

2.8 
97.2 

5/  1.1 

2.1 

5.3 
90. 

9.2 
25.U 

8.2 

2.6 
^9.7 

5.2 
U5.7 
22,2 

^.7 

1.0 
U.2 

l.U 
11.2 

5.3 
23.0 

9.7 

2.8 

.3 

2.2 
3.6 
U7.7 

100.0  1100. 0 

100.0 

100.0 

100.0 

100.0 

100.0 

1/  Total  domestic  sales  $9,543,9^2.09. 
2/  Less  than  0.25  percent. 
3/  Data  for  I939-UO  season. 

5/  Eastern  sales  prorated  to  New  England  and  the  Middle  Atlantic 
States. 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-UO, 

Eor  example,  it  v;as  found  that  the  markets  served  by  packers 
of  canned  tomatoes  in  the  Ozark  region  must  draw  on  canners  from 
other  areas  for  supplies  of  fancy  grade,  for  this  grade  is  not  pro- 
duced comraercially  in  the  Ozark  section. 

Eor  many  vegetables,  particularly  of  the  lower  grades,  dis- 
tribution is  determined  largely  by  transportation  costs.    The  normal 
or  usual  market,  for  example,  for  Ozark  canned  tomatoes,  is  composed 
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of  eif^ht  States,  al.l  lying  vjest  of  the  Mississippi  River  with  the 
Ozark  region  located,  near  their  center.     It  is  estimated  that 
percent  or  more  of  the  tomatoes  canned  in  the  Ozark  region  are  dis- 
tributed in  these  ei^'ht  States  within  a  I'adias  of  ^00  miles  from 
Fayetteville,  Ark. 

Effect  of  Size  on  Distrihution  of  Sgles 

There  is  a  tendency  for  the  smaller  associations  to  have  fewer 
"brokers  and  customers  and  to  distribute  larger  percentages  of  their 
products  near  their  factories*    Both  the  volume  of  sales  and  the 
location  of  the  cannery  are  factors  in  sales  distribution^  Other 
factors  ai'fecting  distribution  include  the  commodity,  grade,  char- 
acter of  sale  s  effort,  marketing  experience,,  and  number  of  items 
packed* 

A  specialty,  such  as  mishrooras,  production  of  v/hich  is  concen- 
trated chiefly  in  one  or  two  areas,  may  have  a  wide  distribution, 
although  the  output  of  the  factory  may  not  be  large*    Plants  located 
in  areas  where  they  have  a  comparative  advantage  in  the  packing  of 
the  higher  grades  may,  for  this  reason,  find  a  wider  market  for 
their  products.    The  pize  of  the  sales  force  and  character  of  the 
Sales  effort  placed  back  of  a  product  may  result  in  v/ider  distribu- 
tion.    Tile  age  and  marketing  experience  of  an  association  may  be 
an  important  factor  in  sales  distribution  because  it  talces  time  and 
effort  to  gain  access  to  markets  and  build  up  a  preference  and 
demand  for  an  association's  output.    The  variety  of  products  and 
the  number  of  items  packed  also  influence  the  distribution  of  sales. 
Generally,  organizations  mth  a  more  extensive  line  may  be  expected 
to  gain  v/ider  distribution. 

Table  26  shov;s  aales  distribution  by  associations  grouped 
according  to  size. 

The  effect  of  size  upon  sales  distribution,  hov/ever,  is 
obscured  by  the  presence  of  other  factors  previously  mentioned.  It 
appears,  therefore,  that  the  effect  of  location  upon  sales  distri- 
bution may  be  greater  than  the  influence  of  size  upon  distribution 
of  sales. 

DISTRIBUTION  OF  SALES  BY  COMODITY  GROUPS 


Associations  packing  the  same  or  related  commodities  of  simi- 
lar grades  axe  more  directly  competitive  than  those  packing  unre- 
lated commodities.    V/hile  in  the  broad  sense  all  foods  are  more  or 
less  competitive,  those  v/hich  have  the  same  or  similar  uses,  that 
is,  for  which  there  are  substitutes,  are  more  directly  competitive. 
Por  example,  grapefruit  juice,  grape  juice,  pineapple  juice,  and 
tomato  juice  are  competitive  juices  and  the  packers  of  each  need  to 
keep  informed  of  the  production  and  consumption  of  all.  However, 
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grapefruit- juice  packers  are  more  interested  in  vrhat  other  grapefruit- 
juice  packers  are  doin^  than  in  v;hat  packers  of  other  juices  may  be 
doing. 


Tatlc  25o-  Ceuincd.  Foodsi    Distribation  by  Geographic  Atocls  of  Sales  of  24  Associar- 
tions  Grouped  "by  Sales  Vol-ames,  19"8~39  Season  Ij 


Location  of 
"buyer 

Pcrcciitr-ige  of  totrl  e-^Ics  in  cjc^a  for  associations  sollinp,  - 

Less 
than 
$100,000 

fTO'TTOOa 
to 

;^  500, 000 
3/ 

TSDD,W1 
to 

C 7 50, 000 
i/ 

$750,001 
to 

$1,500,000 
5/ 

More 
thon 
$1,500,000 

6/ 

Totf;l 
r.ales  by 
all  vol- 
lOE^c  groups 

Nev^  England 
Middle  Atlentic 
East  llorth  Central 
West  llorth  Contr,'il 
South  Atlantic 
East  South  Central 
Vest  South  Central 
Mountain 
Pacific 

Total 

jrcrcont 

 0.-^ 

5.6 
16.1 
6.7 
.6 
3  =  4 
8  =  5 
8.3 
46.9 

i-'orcent" 

Percent 

Percent 

Percent 

Percent 

lO  .  1 

19o6 
16.0 
15.0 
2.2 
1.2 
9.7 
5>,3 
28,4 

 oTT" 

33.2 
11.8 
7.8 
3.1 
.  5 
2.4 
2.5 
27.0 

7.8 
30.9 
13.2 
5.4 
2.8 
.8 
4.5 
2.5 
33.1 

12.3 
19.9 
9.8 
5.3 
6.0 
.9 
3.3 
2.7 
39.8 

B.9 
25.3 
12.0 
6.6 
4.0 
.9 
4.4 
3.1 
34.8 

100.0 

100,0 

100.0 

100.0 

100.0 

100.0 

TJ  Total  domestTc  sales  $14, 690,0130 24. 

2]  Includes  7  associations,  of  vfhich  3  associations  supplied  data  for  periods  as 
follows  J  1  for  1937-58  season;  1  for  December  1933-NoVfiiiber  1939  inclusive,  and  1 
for  October  1938- Sep toiabcr  1339  inclusive. 

3/  Includes  5  arsocietions. 

^  Includes  3  a:::3bciations. 

'oJ  Includes  5  ar.sociations.    Data,  for  1  associa,tion  for  calendar  year  1939,  for 
another  association  for  1939-40  season. 
5/  Includes  3  associationso 

"Source:     Survey  m:.\de  by  the  Cooperative  Sesearch  and  Service  Division,  1939-40. 

In  this  section,  discussion  is  directed  tov;ard  five  groups  of 
related  commodities  of  the  follov;ing  classes:     Citrus  juice,  fruits, 
vegetables;  fruits  and  ve£:etahles,  and  dairy  and  poultry  products. 

Cjtrus  Juice 

The  four  organizations  in  this  group  are  packing  principally 
grapefruit  juice,  although  some  orange  and  lemon  juice  and  grapefruit 
segments  are  included  (table  27s  fig.  3).    The  three  principal  pro- 
ducing areas  of  Florida,  Texas,  and  Arizona-California  are  repre- 
sented.   Total  United  States  sales  of  this  group  for  the  I938-39 
season  amounted  to  22:1125  7  36,    Since  cooperatives  can  an  important 
portion  of  the  total  United  States  pack  of  citrus  juices  and  the  asso- 
ciations studied  are  the  larger  packers,  the  sales  distribution  data 
are  believed  to  be  significants 

V/hen  judged  by  the  distribution  of  sales  of  this  group  during 
the  1938-39  season,  the  principal  markets  are  in  the  Middle  Atlantic, 
East  North  Central,   and  Uew  England  States,  u^hich  represented  about 
60  percent  of  the  sales.    These  areas  received  about  5^  percent  of 
the  national  income  payments  in  1939  a^cL  contained  about  percent 
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of  the  population.    As  juices  are  used  more  "by  the  higher-income 
groups  I  it  seems  natural  that  there  should  be  a  "better  market  for 
citrus  juices  in  these  areas. 

Only  one  association  in  this  group,  Ho.  33»  reported  distribu- 
tion in  each  of  the  geographic  areas.     Its  percentage  distribution 
matched  fairly  v.'ell  the  percentage  distribution  of  the  national 
income,  although  the  quantities  sold  relative  to  income  were  high 

Table  2].-  Canned  Citrus  Juice:     Sales  of  Four  Associations  by 
U-eographic  Areas,  193'^""39  Season  l/ 


Percentage  of  sales  in  area  by  association 
nujnber  - 


Percentage  of 

Geographic  area 

national  in- 

come in  area 

32 

30  2/ 

29 

33  If 

Total 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Nev;  England 

16.3 

23.3 

10.2 

12.6 

8.1 

Middle  Atlantic 

22.1 

22.8 

31.7 

27.6 

East  North  Central 

17. u 

5.9 

17.8 

16.2 

22.2 

West  North  Central 

6.1 

6.1 

IU.9 

9.7 

S.7 

South  Atlantic 

5.9 

6.6 

2.6 

U.i 

10.2 

East  South  Central 

2.S 

1.3 

U.O 

West  South  Central 

.8 

15.6 

7.1 

6.6 

Mountain 

U.6 

12.2 

3.6 

2.2 

2.9 

Pacific 

S.9 

23.0 

9.7 

15.1 

9.7 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1/  Total  domestic  sales  $2,112,786. Includes  one  association  packing 


a  portion  of  grapefruit  segments. 

2/  Data  are  for  December  193S-November  1939*  inclusive. 

3/  Data  are  for  January  1939-December  1939*  inclusive. 

4/  Calendar  year  1939*    U.  S.  Department  of  Commerce. 

Source:  Survey  made  by  the  Cooperative  E.esearch  and  Service  Divi 
sion,  1939-UO. 

in  the  V/est  North  Central  and  West  South  Central  States.  This  may 
have  been  due  to  favorable  transportation  rates  to  those  areas. 

Association  30  distributed  its  products  entirely  in  the  Mo\in- 
tain  and  Pacific  States,  while  association  32  marketed  almost  80 
percent  of  its  products  in  the  Middle  Atlantic,  East  North  Central, 
and  New  England  States. 
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Fruits 

The  principal  markets  for  the  .^rcip  oi'  eif'ht  asrociations  pack- 
ing  primarily  cejined  fruits  are  in  the  Middle  Atlentic,  New  England, 
and  East  Horth  Central  Gtates.    \/hen  the  percentage  distribution  of 
this  group  is  comxjared  with  the  percentage  distribution  of  national 
income  I  sales  have  been  relatively  heavier  in  the  New  England  and 
Middle  Atlantic  States  and  lighter  in  the  East  llorth  Central  States 
(table  28).    Since  five  of  these  associations  are  located  in  the 
Pacific  States,  it  may  be  somewhat  surprising  to  see  the  heavy  move- 
ment to  the  eastern  seaboard.    This  may  be  accounted  for  by  two 
factors;  namely,  low  water  transportation  rates  and  high  grades  of 
products  not  usually  packed  in  the  eastern  States. 

Two  of  these  associations,  3^         19»  are  getting  national  dis- 
tribution of  their  pack  to  a  greater  extent  than  the  others  in  this 
group.    Both  organizations  have  ready  access  to  water  transporta- 
tion.   One  is  located  on  the  west  coast,  while  the  other  is  on  the 
east  coast c    It  will  be  observed  that  association  3^  is  getting 
distribution  more  nearly  matching  national  income  than  is  19» 

Associations  12  and  iH,  both  located  on  the  west  coast,  are 
getting  v/ide  distribution  of  their  packs.    Both  organizations  appear 
to  have  developed  certain  markets  more  extensively  than  others  when 
judged  by  the  index  of  national  income.    Hov;ever,  the  variety  of 
products  packedj  some  of  v/hich  are  only  produced  commercially  in 
restricted  areas  in  the  Pacific  States,  may  have  been  an  important 
factor  in  determining  their  distribution. 

Two  small  associations  in  this  group,  I6  and  13*  were  getting 
restricted  distribution.     Since  one  was  located  on  the  v;est  coast 
and  the  other  on  the  east  coast,  and  each  had  a  small  volume  to 
market,  this  probably  accounts  for  the  concentration  of  sales  largely 
in  the  respective  areas. 

Vegetables 

Three  of  the  four  associations  packing  canned  vegetables  shown 
in  table  29  are  located  in  the  Central  States;  one  is  located  in 
the  Mountain  States.    The  number  of  commodities  packed  is  small  and 
the  total  volume  of  United  States  sales  for  the  four  associations 
was  $293,730  for  the  1938-39  season.    The  distribution  of  sales  is 
localized.    Two  of  the  associations  were  each  reaching  only  tv70 
geographic  areas;  one  was  reaching  four  areas,  while  one  was  sell- 
ing in  five  areas.    Associations  8  and  9  v;ere  located  in  adjoining 
States  and  were  packing  about  the  same  commodity.     In  the  case  of 
association  5»  95  percent  of  its  distribution  of  sales  is  in  the 
West  North  Central  area,  v/hile  association  8  v/as  reaching  that 
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market  v;ith  22  percent  of  its  sales.    While  this  analysis  does  not 
justify  the  conclusion  that  the  association  with  the  more  restricted 
distribution  v/as  doin^^^-  a  ]esn  effective  job  than  its  neighbor,  it 
does  suggest  the  desirability  of  a  reoxainination  of  the  market 
possibilities  in  the  light  of  what  other  associptions  with  similar 
characteristics  are  doin^* 


Table  29 Canned  Vegetables!     Sales  of  Four  Associations  by  Geo- 
graphic Areas,  1938-39  Season  l/ 


Percentage  of  sales  in  area  by  associa- 

jr  6  rcen  o— 

tion  number 

age  of 

GeocrpDhic  area 

national 

income  ii 

5  2/ 

7 

9 

Total 

area  3_/ 

Perc  ^nt 

Percent 

Percent 

Percent 

Percent 

Percent 

New  England 

8.1 

Middle  Atlantic 

5.5 

1.1 

27.6 

East  North  Central 

3)4.7 

57.9 

22.7 

22.2 

Uest  North  Central 

go6 

9U.6 

22.1 

26.9 

S.7 

South  Atlantic 

10.2 

East  South  Central 

19.1 

5.6 

U.O 

West  South  Central 

37.6 

lUcl 

13.6 

6.6 

Mountain 

26.1 

7,8 

2.9 

Pacific 

7-^.9 

22.^ 

9.7 

Total 

100.0 

100.0 

lOOoO 

100.0 

100.0 

100.0 

1/  Total  domestic  sales  $293, 790. 7U. 

2/  Data  are  for  October  193S-September  1939»  inclusive. 
3_/  Calendar  year  1939 ^    U.  S.  Department  of  Commerce. 
Source;     Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-Uo. 


Fruits  and  Veg:c tables 

Of  this  group  of  four  associations  packin<,;  both  fruits  and 
vegetables,  three  appeared  to  be  getting  regional  distribution  in 
practically  all  geographic  areo.s  vihile  one  was  more  restricted  with 
respect  to  its  sales.     The  total  United  States  sales  for  the  group 
for  the  1932-39  season  was  $U, 080,255  (table  30).    All  four  asso- 
ciations were  located  in  the  Pacific  States.    For  the  group  as  a 
whole  the  Pacific  States  lead  vath  3I  percent  of  the  United  States 
sales.    The  Middle  Atlantic  States  ranked  second  vath  27.5  percent 
of  the  sa3.es.    The  percentage  of  sales  made  in  the  Middle  Atlantic 
area  was  nearly  identical  with  the  percentage  of  national  income 
for  the  area,  while  the  percentage  of  soles  in  the  Pacific  area 
was  more  than  three  times  the  percentage  of  national  income  in 
that  area.    This  situation,  no  doubt,  reflects  to  some  extent 
differences  in  transportation  costs. 


Associations  22  and  25 »  "both  impox'tant  packers  of  fruits, 
v/ith  vei'jeta'blf^s  of  secondary  importance,  v/ere  well  represented 
with  thoir  products  gettiiig  v/ids  distritution  in  the  principal 
geographic  areas.    Association  25  made  greater  use  of  the  Pacific 
markets  v.'ith  a  corresponding  reduction  of  sales  in  the  Atlantic 
markets . 


Table  3O,-  Canned  Jr-uits  and  Vegetables:     Sales  of  Four  Associa- 
tions by  Geographic  Areas,  1932-39  Season  !_/ 


Percentage  of  sales  in  area,  by  asso-  ' 

Percent- 

Geographic area 

elation  number 

1 

age  of 

national 

income  in 

21 

23 

25  2/ 

22  3/ 

Total 

area  U/ 

Percent 

Percent 

Percent 

Percent 

Perceni 

Percent 

Ne\r7  England 

1.3 

^.9 

9.5 

5.2 

7.0 

8.1 

Middle  Atlantic 

2U.U 

19.6 

12. U 

^5.7 

27.5 

27.6 

East  North  Central 

l.U 

10.7 

1^U9 

22.2 

15.0 

22.2 

West  North  Central 

5.7 

17.3 

g.2 

^i.7 

g.l 

S.7 

South  Atlantic 

.2 

.9 

6.9 

k.k 

5.0 

10.2 

East  South  Central 

.6 

ll 

1.0 

U.O 

West  South  Central 

l.S 

5.2 

1.2 

U.2 

2.5 

6.6 

Mountain 

16.1 

l.U 

1.5 

l.U 

2.8 

2.9 

Pacific 

U9.I 

39.^ 

33. U 

11.2 

31.1 

9.7 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

'  100.0 

1/  Total  domestic  sales  $^,080,255.39. 
2/  Includes  .sales  of  cold  joack,  canned,  and  frozen. 

/  Data  are  for  1939-^0  season. 
_/  Calendar  year  1939*    U.  S.  Department  of  Commerce. 
^/  Less  than. 0.05  percent. 

Source:  Survey  made  by  the  Cooperative  Research  and  Service  Divi- 
sion, 1939-UO. 

Associations  21  and  23,  located  in  the  same  State,  v/ere  each 
making  close  to  one-half  their  total  sales  in  the  Pacific  markets. 
Sales  to  the  Middle  Atlantic  and  ITev;  England  markets  were  running 
10  points  iinder  those  markets  when  judged  by  national  income  pay- 
ments. 

Dairy  and  Poultry  Products 

The  three  associations  in  this  group  are  all  located  in  the 
Pacific  States  (table  3I).    Their  United  States  sales  totaled 
$3»377.771  in  the  I938-39  season.    From  one-half  to  97  percent  of 
their  United  States  sales  were  in  the  Pacific  States.    The  canned 
products  of  the  dairy  associations  v/ere  evaporated  milk.    The  poul- 
try association  packed  a  varied  line  of  poultry  and  related  products. 
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Because  of  the  limited  number  of  organizations  in  this  group i  dis- 
cussion is  restricted  to  avoid  revealing  the  identity  of  the  indi- 
vidual associations. 

JUTUHE  SALES  AND  SEASOIIAL  130LLAR  BILLINGS 


As  most  associations  have  ample  v/arehouse  space  availahle  for 
storing  their  products  until  buyers  were  willing  to  accept  ship- 
ments* the  monthly  dollar  hillings  may  be  accepted  as  some  indica- 
tion of  the  market  demand  of  wholesalerso    However,  there  may  be 
and  freouently  is  a  marked  lag  betv/een  sales  and  billings.  Stor- 
age costs  at  co\mtry  points  are  less  than  at  markets.  V/here 
country  storage  is  available,  it  generally  is  economical  to  store 
at  country  points. 


Table  3I.-  Canned  Dairy  and  Poultry  Products;     Sales  of  Three  Asso- 
ciations by  Geographic  Areas,  193S-39  Season  !_/ 


Percentage  of  sales 

in  area  by  asso- 

Percent- 

cietion number  - 

age  of 

Geographic  area 

national 
income  in 

2 

1 

Total 

area  U/ 

Percent 

Percent 

Percent 

Percent 

Percent 

New  England 

2/  1.1 

9.2 

2.3 

8.1 

Middle  Atlantic 

2j  1.1 

25. U 

27.6 

East  North  Central 

8.2 

1.6 

22.2 

V/est  North  Central 

1/ 

8.7 

South  Atlantic 

.9 

10.2 

East  South  Central 

U.O  . 

West  South  Central 

2.1 

•3 

1.0 

6.6 

Mountain 

2.g 

5.3 

2.6 

u.o 

2.9 

Pacific 

97.2 

90. u 

^  U9.7 

9.7 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

1/  Total  domestic  sales  $3,377,771.70. 

2j  Eastern  sales  prorated  to  New  England  and  Middle  Atlantic 
States . 

3/  Less  than  O.O5  percent. 

^  Calendar  year  1939*    U.  S.  Department  of  Commerce. 
Source t     Survey  made  by  the  Cooperative  Research  ajid  Service 
Division,  I939-U0. 

The  wholesale-grocer  and  chain-store  distributors  generally 
prefer  to  keep  their  inventories  low  in  relation  to  sales.  This 
causes  the  billings  of  canners  to  correspond  closely  with  seasonal 
movement  in  retail  distribution.     Retail  distribution  might  be 
expected  to  reflect  rather  closely  consumers'  demand  for  the  prod- 
uct, and  such  is  probably  the  case  with  most  canned  goods. 
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Conswaers  generally  make  purcha'^es  in  small  quantities,  in  accord- 
ance with  their  needs  for  current  consumption,  althou^rh  the  prod- 
uct is  nonperisha"ble  and  can  loe  carried  on  pantry  shelves  or  in 
home  storages  for  indefinite  periods  without  deterioration. 

Cooperatives  do,  however,  follow  the  practice  of  mailing  sales 
on  future  contracts  with  shipments  to  follov/  in  accordance  v/ith 
conditions  specified  in  the  contract.    Future  sales,  as  used  in 
this  section,  refer  to  sales  made  prior  to  packing  the  product. 
Of  3^  associations  reporting  on  this  practice»  ahout  I5  percent 
made  no  future  sales  (table  32) »  while  an  equal  percentage  made 
future  sales  on  from  5I  to  75  percent  of  their  total  sales.  How- 
ever, the  great  majority  of  cooperatives  make  less  than  half  of 
their  sales  on  future  contracts;  29  percent  reported  from  1  to 
25  percent  of  their  sales  as  future  sales. 


Table  32»-  Percentage  of  Dollar  Sales  Made  on  Future  Contracts 


Number  of  associations  handling 

Percent- 

Percentage of 
dollar  sales 

Dairy 

and 
poultry 

Vege- 
tables 

Fruits 

Fruits 
;  and 
vege- 
tables 

Spe- 
cial- 
ties 

Total 

age  of 
all  asso- 
ciations 

None 

2 

1 

2 

5 

1  -    25  percent 

2 

1+ 

1  ■ 

3 

10 

29. U' 

26-    50  percent' 

2 

k 

U 

3 

13 

3S.3 

5I-    75  percent 

1 

.  3 

1 

5 

1U.7  , 

76-  100  percent 

1 

1 

2.9 

Total 

k- 

7  ■ 

7 

7 

9 

3^ 

100.0 

Sourcet  Survey  made. by  the  Cooperative  Research  and  Service 
Division,  1939-^0,  " 


Less  use  of  the  future  contract  is  made  by  the  dairy  and  poul-- 
try  group,  while  greater  use  is  made  by  the  group  packing  fruits 
and  vegetables. 

Although  sales  are  freq^uently  made  prior  to  pack,  actual  ship- 
ment may  follow  weeks  or  months  later.    With  products  such  as 
juices,  which  are  sTibject  to  wide  variations  in  seasonal  use  and 
demand,  billings  might  be  expected  to  reflect  the  seasonal  changes 
in  demand. 
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Cltnis  Juices 

The  data  in  table  33  (^"is*  ^)s1^ow  the  percentage  of  monthly- 
dollar  hillings  for  five  associations  whose  comhined  total  United 
States  sales  of  citrus  juices  ware  $3,117,267  for  1939.  Billings 
were  greatest  for  the  U  months  of  May,  June,  July,  and  August, 
with  monthly  hillings  ranging  from  10. 5  to  lU  percent  of  the 
total  for  12  months.     It  vdll  he  noted  that  each  of  the  four  asso- 
ciations was  shipping  heavily  during  these  hot  months.  Total 
shipments  were  lowest  in  November,  when  less  than  3  percent  of 
the  total  shipments  dui^ing  the  year  were  billed. 

Fruits 

Of  the  eight  associations  primarily  engaged  in  canning  fruits 
and  berriesj  whose  billings  are  shov.na  in  table  3^,  five  are  located 
in  the  Pacific  States,  tv/o  in  the  Great  Lakes  region,  and  one  in 
the  New  England  States.    Their  total  United  States  billings  for 
the  1938-39  season  were  $^,098,887. 


Table  33»'"  Canned  Citrus  Juicest     Seasonal  Dollar  Billings  of  Five 

Associations  for  1939  i/ 


Month 


Percenta{;;e  of  billin^^s  during  month  by  asso- 
ciation number  - 


28 

33 

29 

30 

32 

Total 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

January 

5.2 

11.1 

6,0 

February 

5.3 

12.5 

U.l 

11.5 

6.6 

8.6 

March  

60b 

lk,0 

8.5 

Uo9 

^.3 

8.3 

April  

5.^ 

6.5 

5.1 

9.8 

6.0 

6.2 

May 

5.9 

8.6 

11,2 

12.5 

13.6 

10.5 

June 

10.9 

9.8 

8.1 

6.1 

19.5 

13.7 

July  

1^.8 

12.0 

1U.3 

8.5 

16.9 

1U.2 

August  

16.9 

11.7 

10.7 

8.8 

12. U 

12.7 

September 

9^7 

8.0 

I3.U 

U.8 

8.8 

8.6 

October 

7.S 

6.3 

9.3 

7.3 

3.6 

5.5 

November 

7.1 

3.1 

5.3 

U.2 

.2 

2.7 

December 

5-9 

3.0 

U.8 

10.5 

2.1 

3.5 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1^/  Total  domestic  billings  $3 , 117 »  267  .9I »  Inclxides  one  associa- 
tion packing  a  portion  of  grapefruit  segments. 

Source;     Survey  made  by  the  Cooperative  Research  and  Service 
Division,  I939-U0. 
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For  the  group  as  a  whole,  which  is  heavily  weiglited  with 
associations  located  in  the  Pacific  iforthwest ,  the  seasonal  move- 
ment was  grea,test  in  June  and  July,  ,and  again  in  Fehriaary,  liarch, 
end  April.     The  moiiths  when  hillings  were  lowest  were  December 
and  January.     Tlie  oillings  of  several  Pacific  Northwest  associa- 
tions included  their  frozen  pack  of  fraits  and  berries.  Inclusion 
of  frozen  products  in  the  billings  of  these  associations  probably 
accounts  for  the  heavy  seasonal  movement  in  June  and  July  for  a 
number  of  these  associations.     For  example,  association  I9  packs 
quantities  of  frozen  products,  vzhich  accounts  for  heavy  shipments 
in  June  and  July.     It  also  is  an  e:itensive  packer  of  a  number  of 
lines  of  canned  fruits  \daose  seasonal  movement  varies  from  that 
of  its  frozen  pack. 

Associations  13  and  I5  pack  almost  exclusively  canned  fruits. 
One  is  located  in  Hew  Englsjad,  while  the  other  is  in  the  Pacific 
Northwest.     Association  I3  ships  hea//ily  upon  completion  of  its 
pack  in  October  and  llovember  and  again  in  the  spring  months,  while 
association  I5  had  its  heavy  movement  from  January  to  May. 

For  associations  17  and  lo,  which  are  located  in  the  Great 
Lakes  region  and  are  packing  sinila.r  products,  there  is  a  marked 
variation  in  seasonal  billings.     Association  13  was  shipping 
practically  nothing  in  June  and  July,  v/hile  association  l4-  was 
making  heavy  shipments.     Both  organizations  had  a  heavy  movement 
in  February,  March,  and  April. 

Care  siiould  be  exercised  not  to  place  too  much  dependence 
upon  the  sales  e:q:erience  of  a  single  season  by  a  comparatively 
small  percentage  of  the  total  canneries  in  the  United  States 
because  seasonal  movement,  no  doubt,  is  influenced  materially  by 
carry-over,  prospective  supplies,  and  conditions  of  demand.  The 
effects  of  some  of  these  factors  may  be  noted  in  the  succeeding 
tables  and  discussion. 

Fraits  and  Veg:etables 

The  3-year  experience  of  this  group  of  five  large  packers 
all  located  in  the  Pacific  States,  and  whose  total  United  States 
billings  average  slightly  over  $6,000,000  aiinually,  shows  very 
definitely  the  heavy  seasonal  movement  occ^arring  each  year  during 
August,  September,  suad  October  at  the  close  of  the  principal  pack- 
ing  season  (table  35).     Lighter  m.ovements  occurred  during  April, 
May,  and  June,  and  again  during  November,  December,  and  January. 

An  increase  in  shipments  was  m.ade  each  season  in  Febraary  or 
March,  which  niai"  have  resulted  from  increased  sales  activity 
following  the  annual  meeting  of  the  canning  trade  organization ^ in 
Januaxy  of  each  year  and  restocking  by  wholesale  buyers  following 
the  holiday  a.nd  inventory  season. 
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Table  35.-CeJined  Fraits  and  Vegetables:  Seasonal  Dollar  Sillings  of 
live  Associations,  I936-37  to  193^39  i,/ 


Percentage  of  billings  during  month  by  associiation  number  - 

Month 

20 

22 

23 

25 

21 

Total 

1^:36-37: 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

June 

2.S" 

4.5 

2.  u 

_ 

3.0 

July 
August 

5-S 
11.  0 

10 . 
23.  3 

14.2 
6.4 

11.  2 
17.5 

- 

9.0 
15.  2 

September 

15.  2 

'20.  7 

11.  Q 

10.^ 

l4.  3 

October 

12.4 

11.3 

13 .  i 

12.3 

llovemb  er 

2.S 

.7 

5.3 

4.8 

3.3 

December 
J  an-jary 

h.2 
7.S 

1.3 
2.3 

3.9 

c.O 

^.3 
6/6 

3-8 
6.4 

February 

10.  4 

0.  3 

0. 1 

l4.3 

11.2 

iviarch 

15.  6 

3-1 

14.9 

4. 1 

9.6 

April 
May 

7.  2 
4.2 

6.3 

s.c 
7.0 

5-  5 
■4.9 

_ 


6.5 

5.U 

Total 

100.0 

100.0  1 

3.00.0 

100.0 

100.0 

1937-35: 
June 
July 
Augu  s  t 
Sept  ember 

6.1 

q.  0 

13.  0 

-  - 

2.0 

5-3 
13. 0 
14.  G 

3-9  ■ 
13. 0 

10.0 

7.Q 
10.8 
12.8 
12. 1 

,8 
1.6 
13.  q 
15. 1 

5-3 
6.9 
11.  5 

13  •  3 

October 

16.7 

0.7 

16.1 

IS.9 

14.1 

ilov  ember 

6.9 

5.7 

i4. 5 

6.3 

9.0 

7.1 

December 

8.  5 

9-  3 

6.8 

4.9 

7.2 

7.5 

J  anuary 

February 

March 

11.0 

6.5 

13.1 

S.3 
8.6 
3.4 

7.8 
7-9 
6.3 

3-9 

6.2 

10. 1 

7.2 

■  6.0 
7-  3 

8.0 
6.9 

10.  0 

April 
Iviay 

4.  6 
1      3. 4 

.-  ^ 
)  • 

6.5 

6.5  ■  ■  ■ 

4.  5 

■4.4 

8. 1 

4.q 

5. 1 

U.3 

Total 

1  100.0 

100 . 0 

100 . 0 

100.0 

100.0 

100.0 

lc,y6-jo_: 
June 
J-aly 
Augjust 
Sept  ember 

1 

1 

4.  5 

7.5 
9.1 

12.  4 

i— 

^  •  0 

i   22.  5 
15.7 

5-  5 
16.9 
6.  5 

4.6 

5. 3 

9-3 
6.  ^  ■ 
6.1 

6.6 
6.5 
11.  5 

0 .  1 

5- 1 

•  8.0 
10, 9 
10.6 

October 

10.0 

12.0 

6.9  ■ 

i^.7 

■  14.  6 

11.7 

November 

6.3 

7.6 

6.0 

7.^ 

6.  2 

6.8 

Lece-'uber 

6.2 

5-2 

4.2-  ' 

9.8 

.    4.C;  . 

6.8 

January 
February 

10.2 
4.4 

5.1 

1 

s 

6.2 

5.9 
10.2 

3-7 

7-9 

7.6 

6.6 

March 

l4.  6 

-.7 

15.4 

12.5 

12.2  ■ 

12.0 

April 
May 

2.7 

6.1 

5.3 

^J2.:2  

10.2 

i  - 

4. 2 

.  3.1 

8.5 

q.3  . 

7.0 
6.9 

Total 

1  100. c 

i 100 . 0 

IIOC.O 

100.0 

1  100.0 

100.0 

1/  Total  domestic  billings  -  I936-37,  $6,124,339;  I937-3S,  $5,^78,^97; 
i93&-39»  $6, 701, 587. 

Source:     Survey  made  by  the  Cooperative  Research  oJid  Service 
Division,  I939-40. 
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Associations  20  and  22,  located  in  the  sarae  State  and  packing 
a  similar  line,  sliov:  much  the  same  seasonal  movement  for  each  of  the 
3  years.     Associations  23  and  21,  also  each  located  in  another 
State  and  packing  similar  lines,  experience  much  the  same  seasonal 
movement . 

Tliile  the  organizations  included  in  this  grovcp  very  properly 
may  he  classed  as  packers  of  fruits  and  vegetables,  the  major  por- 
tion of  their  pack  usually  consists  of  fruits,  vizhich  form  the  "bulk 
of  their  shipments,  although  one  association,  21,  could  have  "been 
classed  with  the  vegetable  group  since  a  majority  of  its  pack  is 
vegetables. 

Vegetables 

The  four  associations  in  this  group  packing  a  line  of  vege- 
tables had  annual  billings  averaging  close  to  $1,000,000  for  the 
3-year  period  shown  in  table  3b.    Three  of  these  associations 
were  located  in  the  Central  States,  while  one  was  located  on  the 
Atlantic  Seaboard.     For  the  group  as  a  whole  seasonal  billings 
us'oa-lly  have  been  heaviest  immediately  following  the  packing 
season. 

For  the  1936-37  pack,  shipments  moved  freely  during  the  first 
half  of  the  marketing  year.     For  the  year  1937~33,  shipments  were 
made  at  a  slower  rate  during  the  first  half  of  the  marketing  year. 
Lurinj  the  193S-39  marketing  year,  shipments  proceeded  at  an  even 
slower  rate  during  the  first  half  of  the  year  than  in  either 
1936-37  or  in  I937-3S. 

When  seasonal  billings  for  the  individual  associations  are 
examined,  it  will  be  observed  that  the  rate  of  marketing  for  three 
of  the  associations  was  decidedly  variable.     Sbr  one  association, 
the  rate  was  more  uniform  and  it  was  making  substantial  shipments 
each  month  for  the  ]>-^yeaT  period.    This  association,  6,  was  follow- 
ing a  merchandising  plan  designed  to  feed  the  market  and  keep  its 
products  moving  fairly  evenly  throughout  the  entire  year. 

SEASONAL  BILLINGS  AS  EELATSD  TO  VOLUME 

Canneries  r-ith  large  volume  tend  to  distribute  their  ship- 
ments more  evenly  throughout  the  marketing  season  than  canneries 
with  small  volume.     This  is  shown  by  the  examination  of  the  data 
for  the  I93S-39  season  for  the  three-volume  classifications  given 
in  table  37-     For  the  I938-39  season  dollar  billings  of  six  small 
associations, marketing  products  of  less  than  ^^100,000  in  value, 
there  were  k  months  in  which  billings  exceeded  10  percent  as 
coaTpared  to  3  moiiths  in  which  they  exceeded  10  percent  in  the 
intermediate- size  group,  and  2  months  in  which  billings  exceeded 
10  percent  in  the  large-size  group. 


Table  36.  -  Canned  Vegetables:    Seasonr.l  DoIIcjt  Billings  of  Four  Associations, 

1935-37  to  1938-39  l/ 


Percent  ■:;^e 

of  billings  during  noiith 

bv  associo,tior.  nui^ber  - 

"...onth 

r  '  s  i 

Total 

1936-37: 

i-ercent  i 

Percent 

Percent 

Percent 

Porceixt 

ouno 

7.0      .  i 

- 

- 

15.2 

7.9 

July 

11.-.      .  i 

- 

17.6 

12.0 

August 

11.3  i 

- 

11.5 

30.3  • 

13.6 

Soptcnber 

9.3  i 

- 

16.0 

15.8 

10.2 

October 

11.7        ■  ' 

- 

•  33 .8 

7.0 

11.5 

Kovenbor 

5.7  ! 

- 

- 

1.6 

5.1 

Decenber 

7.2    .  1 

- 

- 

- 

6.2 

Juiur.ry 

.^'i  1 

- 

.  24.5 

2.0  ■ 

6.1 

Febru cry 

10.3   .  ! 

- 

_ 

5.9 

9.6 

M'xrch 

7.9  j 

- 

.  4.4 

1.9 

7.1 

April 

5.5  .  i 

- 

9.9 

2.7 

5.2 

May 

S.3  .  ! 

- 

.1 

5.5 

Totril 

100.0  ' 



lOC.O 

100.0- 

■  . —  . 

100.0 

1937-36; 

J-iiie 

9.1  i 

- 

.6 

July 

7.1  1 

- 

5.3 

6.5 

August 

4.3  \ 

- 

2/' 

18.3 

b.l 

September 

15.3  1 

- 

22.1 

13.8 

15.7 

October 

11.2  1 

- 

15.9 

24.8 

13.8 

November 

6.5  i 

- 

2/ 

4.9 

7.5 

December 

7.4  1 

- 

■  i 

3.3 

6.3 

J  anuary 

11. b  ! 

- 

■  M 

5.6 

9.8 

February 

4.7  j 

- 

9.3 

5.0 

5.0 

March. 

7.2  ; 

- 

.  9.2 

6  *u 

7.5 

April 

9.7  i 

- 

.28.9 

7.3 

10.5 

May 

— 

14.2 

3.0 

4.4 

Total 

100.0 

- 

100.0 

lOO-.O 

100.0 

1  ;                  .    .  — 

1938-39: 

1 

Jijne 

5.4  1 

4.1 

12.4 

5.9 

July 

5.8 

.5 

4.b 

12.2 

5.7 

August 

4.9 

.1 

1.5 

6.4 

4.2 

Sep  tember 

9.Z  ! 

8.2 

•1 

5.3 

8.1 

October 

14.7  : 

22.0 

.1 

e.8 

13.9 

November 

6.9  ! 

20.6 

.2 

4.8 

7.7 

December 

7.1  1 

5.4 

8.7 

3.4 

6.7 

January 

7.7  ! 

12.1 

6.4 

7.2 

8.1 

February 

10.9  ! 

9.7 

5.7 

5.3 

9.9 

March. 

10.2  j 

3.5- 

1^.1 

8.4 

9.6 

Anril 

7.6  ; 

10.0- 

32.0 

14.1 

10.3 

May 

9.5  1 

3.8 

^.9 

11.7 

9.9 

^otal 

100 . u  : 

100.0 

!  100.0 

100.0 

100.0 

l/  Total  domestic  billings  -  1935-37,  $1,268,821.48;  1937-38,  '$799,066.88; 
1938-39,  $743,894.53. 


2J  Less  than  G.05  percent.       •  •  . 

Source:  S'orvcy  made  by  the  Cooperative  Eosearch  and  Service  Division, 
1939-xO.  ■ 


Tatle  37.  -  Seasonal  Dollar  Billings  of  Associations  Marketing  less  than  $100,000 

worth  of  productE,  $100,000  to  $500,000   vrorth,  ond  $750,000  to  $1^500,000 

  _  wcrth  for  1333-59.  

 during  Ljontli"^  association  nuraher  - 

Month         I     16       •    '    13      •       29  Tf~        7       1         &       •    30  l/  Total 


Si:>:  associ-ar- 

tions  tnarket- 

ing  under 

$100,000 
June 
July- 
August 
September 
October 
I'lovember 
December 
January 
Febru.ary 
March 
A-pril 
May 

Total  2/ 


Porccntaf;c  of  billinjci 

—  —  i-, 

13      :       29  if 
~Fercent 


'PercenE"  "  Percent 


PcrcenF"!    Percent    Percent  ',  Percent 


17.9 
9.6 
4.1 
3.2 
6.6 

12.8 
6.9 
2.3 
2.6 
3.8 
9.4 

20.6 
100.0 


7.3 
1.2 
4.5 
3.6 
12.6 
21.0 
7.0 
.9 
1.4 
12.0 
15.2 
13.3 

"Tr;jro" 


5.2 
4.1 
8.5 
5.1 
11.2 
8,1 
14.3 
10.7 
13.4 
9.3 
5.3 
4.8 


4.1 
.5 
.1 

8.2 

22.0 
20.6 

5.4 
12.1 

9.7 

3.5 
10.0 

3.8 
100.0 


5.8 
4.5 
1.5 
.1 
.1 
.2 
8.7 
6.4 
5.7 
14.1 
32.0 
20.9 


11.1 

11.5 
4.9 
9.3 

12.5 
6.1 
8.5 
8.8 
4.8 
7.3 
4.2 

10.5 
"111770" 


8.4 
5.3 
4.0 
6.4 
12.0 
10.0 
9.7 
8.3 
6.9 
7.9 
10.4 
10.7 


Association  number  - 


Seven  associa-i   18 

tions  market- ,  P  

ing  $100,000  -4 

$500,000  : 

June  i        . 5 

July  I'l 
August  .  !3/'  1.1 
Septemljer  ,  4.4 
October  '.  5.2 
November  j  13.1 
December  j  1.2 
.  January  1  10.9 
February  i  26 . 2 
March  i  20.7 

April  j  6.5 

May  :  8.1 

Total4/     'i  100. 0 


15, 


23 


ore ent  !  ?t,rcer.t  i  Jr-e  r c  cn t  ^^e rccn  'd  Pe  r cer:.  t: 


3.9 
7.2 
2.5 
4.5 
5.5 
3.4 
5.0 
5.7 
11.7 
12.6 
25.7 
11.2 


21 


"27" 


Total 


Percent 


.4 
.  2 

X 


1 
1 

O.'i 

5.3 
8.3 
■1.8 
3.4 
7.2 
5.3 
8.4 
14.1 
11.7 


11.5 
12.2 
9.7 
6.7 
4.2 
2.6 
3.8 
6.1 
15.8 
11.1 
10.5 
5.5 


5.5 
16.9 
6.5 
4.6 
6.9 
6.0 
4.2 

e.8 

6.2 
15.4 
10,2 

3.8 


6.6 
6.5 

11.5 
8.1 

14. S 
6.2 
4.9 
3.7 
7.9 

12.2 
3.5 
9.3 


Porcen'c  ■  P^  rcerit 


lOO.O    ;  100"T0    iTOO.O      100. 0  IICO.O 


7.3 
6.6 
10.8 
13.6 
11.8 
5.6 
12.9 
6.9 
9.2 
6.3 
2.8 
6.2 
100.0 


6.7 
9.7 
7.5 
6.8 
8.1 
5.7 
5.2 
6.8 
11.8 
12.8 
10.7 
8.2 
100.0 


Five  associa- 
tions market- 
ing $750,000- 
$1,500,000 

June 

July 

Augijst 

September 

October 

November 

December 

J  anuary 

February 

March 

April 

May 

_To_tal_5/_ 


Association  n^oLiber  - 


12 


2 


Total 


Percent 

Percent 

Percent 

Percent 

Percent 

Percent 


19.6 

5.8 

4.5 

5.0 

9.9 

8.9 

10.4 

4.5 

J.</.  o 

6.6 

9.8 

8.8 

11.3 

22.5 

14.0 

4.3 

8.2 

11.2 

3.5 

15.7 

6.5 

6.0 

7.2 

7.9 

10.6 

12.0 

3.6 

13.5 

5.1 

10.1 

11.1 

7.6 

9.8 

19.5 

6.5 

9.9 

4.1 

5.2 

12.0 

16.9 

9.4 

9.7 

5.1 

11. 7 

1  12.4 

6.8 

7.7 

4.4 

5.° 

8.0 

1  8.8 

8.0 

7.4 

6.6 

4.7 

6.3 

3.6 

9.5 

6.9 

10.2 

5.5 

3.1 

1  -2 

7.3 

5.5 

5.0 

5.5 

3.0 

1  2.1 

9.3 

6.0 

100. 0 

100.  C 

100.0 

'  ICO.C 

100.0 

lOO.O 

2/,  Total  domestic  billings  $442,807.37. 

f Combined  billings  for  the  two  months  prorated  equally  to  July  and  August. 


ToteJ  domestic  billings  $2,021,018.32. 
Total  domestic  billings  $7,622,480.38. 


Source:     Survey  made  by  the  Cooperative  Research  and  Service  Division,  1939-40. 


-  U6  - 


To  make  the  statement  in  a  slightly  different  way,  in  the 
siiiall-size  group  the  range  in  billings  from,  the  low  to  the  high 
month  was  3  percent  as  comiDared  to  J.S  percent  for  the  inter- 
mediate group  and  5-7  percent  for  the  large-size  group.  Thus, 
as  tlie  vol'jme  size  of  the  group  increased,  the  range  in  monthly 
billings  decreased. 

5\irther  examination  of  the  hillings  "by  individual  associa- 
tions for  each  of  the  size  groups  shows  that  the  small-size 
group  contained  one  association  for  which  32  percent  of  its 
"billings  for  the  season  v;ere  made  in  1  month  as  compared  to 
26.2  percent  for  the.  intermediate  group  and  22.5  percent  for  the 
large-size  group. 


APPENDIX  A 


Location  of  Cooperc.tive    Canneries  Inclvided  in  this  Study 


Code  liumber  Location 

Pair?/  and  poulti^/"  r.ssociations: 

1  Pacific  and  I.iountsLin 

2  II  II  II 

3  E.  II.  Central,  17.  II.  Central,  S.   S.  Central  and 
-4-  7.   S  .  C  ent  ral 

h  Pacific  and  i'.lountain 

Ve^i;etable  associations: 

5  Pacific  and  Mountain 

6  ile\7  England,  Middle  Atlantic  and  South  Atlantic 

7  E.  rl.  Central,  TT.  IT.  Central,  E.   S.  Central 

and  U.  S.  Central 
S  E.  L'.  Central,  1.  II.  Central,  E.  S.  Central 

and  17.  S.  Central 
9  E.        Central,  17.  II.  Central,  E.   S.  Central 

and  17.   S.  Central 

10  Pacific  and  Mountain 

11  IJew  England,  Middle  Atlantic  and  South  Atlantic 

Fruit  associations: 

12  Pacific  and  Mountain 

13  Ne'.v  Eiigland,  Middle  Atlantic  and  South  Atlantic 
Ik  Pacific  and  Meant ain 

ti  It  II 

15  «  11  11 

17  E.  N.  Central,  W.   W.  Central,  E.   S.  Central 

and  W.   S.  Central 

18  E.  N.  Central,        IT.  Central,  E.  S.  Central 

and  \7.  S.  Central 
1/  19  Pacific  and  i.iountain 

Erart  and  ySfgetable  associations; 

20  Pacific  and  Mountain 

21  II  II  II 

22  "  "  " 

2^  II  II  II 

24  E.  K.  Central,  W.  IT.  Central,  E.   S.  Central 

and  Tv".  S.  Central 

25  Pacific  and  Llountain 

26  "  "  " 

Associations  :.iarl:et inf<  specialties  2 / : 

27  ITew  England,  Middle  Atlantic  and  South  Atlantic 

28  Pacific  and  i.:Oimtain 

29  II  II  II 

30  "  "  "  


1/  Data  available  only  for  distribution  and  seasonal  billings  in 
tables  26,  27,  29,  and  35. 

2_/  Includes  as.'iociations  primarily  canning  fruit  juices,  syrup, 
mushrooms  and  cranberry  sauce. 


location  of  Goopsrrtive  Caiip.ierier;  I?icluded  in  this  Study  (Cont'd.) 
Code  l'^.xrnber  Location 


31  E.  li.  Central,  W.   u.   Central,  E.  S.   Central  and 

S.  Central 

32  New  England,  Lliddle  Atlyntic  and  Soiitli  Atlantic 

33  E.  II.   Central,  17.  I^'.  Central,  S.  S.   Central  and 

W.  S.  Central 

3^                ilew  England,  i.Iiddle  Atlantic  and  So-J.th  Atlajitic 

II          II             II             II           II  II  II 

J  5                  II          II             II             II           II  II  11 

7^  J                  II          II             11             II           II  II  II 

^2                  "          "             "             "           "  "  II 


V 

I 


i 
If 


